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Topay being one of platforms and statements, we propose to those 
who have not as yet used our Book Service, a statement of our own 
Dedicated to busy men who desire to keep in 
touch with new ideas and methods, but who cannot spare the time for 
hit-or-miss reading, Our Book Department performs the following 


select and review for you the new “must”? books—those of such 
value that you cannot afford to miss them. 

direct you to important books, which, because of their business 
or technical nature, are not generally advertised. 

are a publisher’s clearing house. 
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serve as an unbiased information bureau, advising and recom- 
mending books on whatever phase of business or current affairs 
that may especially interest you. 
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Two Outstanding New Books Just Published 





HOW TO USE PSYCHOLOGY IN BUSINESS 
Donald A. Laird $4.00 


This book, written by a man who is consulting psychologist 
to several industrial concerns, is not addressed to psycholo- 
gists. Rather, it attempts to give the intelligent layman 
practical suggestions for use in every day business relations. 

It tells how to analyze, understand, and develop human 
personality and powers for the greatest industrial and 
human happiness. 


There is some excellent information on the make-up of the 
radical, trouble maker, and reformer and it explains the 
use of psychological tests. The chapter, ABILITY TO GET 
ALONG WITH PEOPLE is alone worth the price. of the 
book, for it contains a chart describing how to evaluate 
your character traits with a view to improving your ability 
to deal with others. One of the most enlightening and 
useful books of the year. 








FIRES UNDERGROUND 


Heinz Liepmann 


$2.00 


The horror of secret struggle in an atmosphere of hate and 
suspicion is well brought out in this narrative of Nazi 
Germany. It is well known that Socialist and Communist 
organizations have been forbidden, but few of the general 
public outside Germany realize that these organizations 
have merely “gone to ground” and are carrying on their 
work in the face of difficult and dangerous circumstances. 
The narrator (who is not Mr. Liepmann) is a journalist 
representing an English newspaper, a function which enables 
him to maintain a close connection with both the political 
underworld and the Nazi police. 


Through the narrator we learn of the spying and counter- 
spying, the dissemination of illegal literature, and the Nazi 
methods of crushing these secret organizations and dealing 
with their captured enemies. 
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The pieces of literature listed below have 
been prepared with the utmost care by busi- 
ness houses advertising in this issue. They 

be sent free upon request, direct from 
the issuing houses. Please ask for them by 
number. We urge our readers to take full 
advantage of this service. Address Keep 
Posted Department, The Magazine of Wall 
Street, 90 Broad Street, New York, N. Y. 





‘‘ODD LOT TRADING’’ 
John Muir & Co., 
Stock Exchange, 
booklet to investors. 


‘‘TRADING METHODS’’ 
This handbook issued by Chisholm & 
Chapman, contains much helpful informa- 
tion for traders. A copy together with 
their Market Letter will be mailed upon 
request. (785) 


INVESTMENT PROFIT INSURANCE 


The most logical form of investment 
profit insurance is represented by the 
personal and continuous counsel rendered 


York 
their 


members New 
are distributing 
(225) 


by the Investment Management Service. 
Write for full information. No obliga- 
tion. (861) 


MARGIN REQUIREMENTS, COMMISSION 
CHARGES 
J. A. Acosta & Co., have prepared a fold- 
er explaining margin requirements, com- 
mission charges and trading units. Copies 
gladly sent investors and traders. (939) 


MAKING MONEY IN STOCKS 


This booklet, issued by Investors Re- 
search Bureau, will be sent free to in- 
vestors upon request. (953) 


UNITED BULLETIN 
Bulletin giving definite advice on leading 
stocks is issued by United Business Ser- 
vice. Free copy sent on request. (954) 
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WITH THE EDITORS 











I; is axiomatic among tax accountants 
that the Government always takes the 
benefit of a doubt when construing the 
meaning of ambiguous legislation and 
places the burden of proof upon the 
taxpayer. If there were any lingering 
doubt of this it would be completely 
dispelled after perusing the Treasury’s 
recently-published thirty pages of text 
interpreting the Revenue Act of 1936. 
In many respects the regulations seem 
more drastic than the Act itself; yet a 
corporation must either compute its tax 
bill as the Revenue Bureau directs or 
else suffer the expense and delay in- 
volved in protests and law suits. 

Prior to publication of the regula- 
tions it was commonly assumed, for 
example, that a corporation could take 
credit for dividends mailed during the 
taxable year. Oh no, say the regula- 
tions: dividends, to be credited, must 
actually be received by the taxpayer 
during the corporation’s taxable year; 
otherwise both the corporation and the 
stockholders would escape payment of 
.taxes on those dividends for the cur- 
rent taxable year. To meet this inter- 
pretation, a number of corporations 
may declare final dividends earlier this 
year than has been their custom for- 
merly. A recent compilation discloses 
that more than 300 prominent compa- 


The Treasury Leans Backward 


mies usually pay dividends in January. 
Many of these may decide to mail the 
dividends well before December 31, this 
year; so that stockholders may receive 
five payments, instead of four, this year; 
but next year only four—possibly mere- 
ly three, should the next Congress re- 
peal or modify the surtax provisions 
relating to undistributed profits. 

So strict are the regulations inter- 
preting contracts restricting dividend 
payments that few corporations will be 
exempt from paying the undistributed 
profits tax on earnings retained under 
contractual barriers to their distribu- 
tion. Generally speaking, in order to 
receive a credit for such retentions the 
contract must specifically inhibit pay- 
ment of dividends. Ordinary sinking 
fund payments and reserves are not 
exempt. Where. credits are allowed, 
earnings accumulated from February 
28, 1913, to the beginning of the tax- 
able year, must be deducted from such 
credit. Sums set aside for retirement 
of preferred stock are not exempt. If 
the restriction applies only to payment 
of cash dividends, but not to payments 
in securities or other property, then no 
credit will be allowed. 

Like the strict parent who relents 
momentarily, the regulations stoop to 
point out that corporations may retain 





cash for working capital or expansion 
and still escape surtaxes by disbursing 
dividends in other forms which are tax- 
able to the recipient. This includes 
dividends paid in bonds or property; 
dividends in preferred stock paid to 
preferred stockholders; and, probably, 
dividends paid in preferred stock to 
holders of common stock, in situations 
where the company has other preferred 
stock outstanding. If the company has 
no preferred stock outstanding, then a 
dividend paid to common stockholders 
in an initial issue of preferred stock 
probably would not be taxable to the 
recipient. Dividends paid to common 
stockholders, where the holder has the 
choice of receiving cash or the equiva- 
lent in common stock, are fully taxable, 
even though the choice be stock. But 
the Treasury points out that, where 
there is a glaring discrepancy between 
the amount of cash and the market value 
of stock between which the stockholder 
may chose—as when the stock is worth 
$20 and the cash alternative is only 
$1—then the dividend would not be 
taxable to the recipient; since only a 
fool would chose to accept cash in lieu 
of stock. Just where the dividing line 
may lie, must be left for the courts to 
decide. Tax accountants and lawyers 
will do a boom business. 
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“REMEMBER WHAT GAS USED TO COST WHEN THAT CAR WAS NEW?” 


LOT of things have gone up in price 

during the last decade and a half. 
But gasoline is not one of them. In fact, 
if you drove a car back in 1920 you paid 
at least twice what you pay for your 
gasoline today, not counting taxes. In 
that vear the average nation-wide retail 
price per gallon was 29.74 cents. Today 
it is 14.24 cents—both figures exclusive 
of tax. 

Much of the credit for this reduction 
goes to the research and experimental 
work of the oil companies. They have 
spent from ten to twelve millions a year 
to increase the quantity, improve the 
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quality and lower the cost of producing 
gasoline. 

One improvement alone, a refining 
process known as“‘cracking,” has doubled 
the yield of gasoline from a barrel of 
crude. More efficient recovery methods 
are taking oil from pools that once would 
have been abandoned. Deeper drilling has 
opened up untouched fields—some wells 
are now drilled to a depth of over two 
miles and more oil is being discovered all 
the time. Transportation costs have been 
lowered through the extension of pipe 
lines over a 112,000-mile network— 
backed up by countless new and im- 


COLUMBIA EEL COMPANY 


STEEL PRODUCTS COMPANY + 
UNIVERSAL ATLAS CEMENT COMPANY 


NATIONAL TUBE 
TENNESSEE COAL, 


proved tank ships, tank cars, tank trucks, 
pumps and reservoirs. 

In these developments steel has played 
an important part. Special alloy steels 
that withstand high pressure and tem- 
perature make possible the giant “‘crack- 
ing” stills. Tougher, harder steels assist 
in the deeper drilling of wells. Stronger, 
more lasting steels speed up transporta- 
tion. 

Steel and oil today are inseparable. 
And United States Steel research is con- 
stantly working to produce better steels, 
so that vou may continue to enjoy bet- 
ter and cheaper gasoline. 
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AN announcement that no additional 
taxes were contemplated or needed 
during next year would normally be 
cheering news, but both the precedent of a similar 
statement and the bare facts of the situation point in 
the opposite direction. Admitting that increasing earn- 
ings, both individual and corporate, and the new levies 
on dividends will result in substantially larger govern- 
mental revenues, the uncomfortable simple fact remains 
that we are still spending almost two dollars for every 
dollar we take in, and certainly present taxes will fall 
far short of producing double last year’s receipts. Since 
June 30 they have been running about 10 per cent 
over those of the previous year. 

We wonder what the Secretary of the Treasury was 
thinking of when he spoke of “steadily approaching a 
revenue yield which will be entirely adequate to cover 
the expenditure of government and reduce the public 
debt.” The public debt is already 3! billions larger 
than it was last August. The first six weeks of the new 
fiscal year already show a deficit of 22 million dollars, 
with the largest part of the huge expenditure of 
drought relief still to be felt, with Works Progress 
Administration outflow ahead of last year, and with 
the repayments to various government lending agencies 
for earlier loans calmly being expended as new revenue. 
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Under such circumstances isn’t it a little optimistic 
to talk about meeting expenditures and reducing indebt- 
edness on present tax rates? Double the rates would 
hardly more than do that, unless the determination to 
reduce spending is more real than the recent record 
would indicate. 


When War Comes 
Again 


OPINION in this country to- 
day would not tolerate the 
sending of American troops 
to Europe for participation in another war, nor would 
it permit extension of war loans to foreign govern- 
ments. Germany and Italy are well aware of this sen- 
timent. While the boldness of the foreign policies of 
these two Fascist countries rests upon their military 
strength and their knowledge that Great Britain and 
France are loath to fight. it is also stiffened by reliance 
upon non-intervention by the United States. 
Whether we will be involved as an actual belligerent 
remains to be seen. In the early stages of the last war 
we tried hard to remain neutral—but ultimately were 
drawn in. To stay out of the next war we may have 
to stomach our national pride, tacitly forget all so-called 
international law and permit belligerents to do much 








ee 











BUSINESS, FINANCIAL and INVESTMENT COUNSELORS 
1907 -“Over TFwenty~Cight Years of Service”=1936 





Theodore M. Knappen 


Laurence Stern 


















AUGUST 29, 1936 








as they will with our shipping, with our properties it 
Europe and with our nationals residing abroad. Even 
so, nothing less than complete diplomatic and trade 
isolation may be required to keep our skirts clear. 

Complete trade isolation would involve so heavy an 
economic penalty that it may be regarded as highly 
improbable. It will not be a matter of guns and shells 
and poison gas. Very likely—certainly at the begin- 
ning—we will embargo all actual war materials; but, 
as Napoleon observed, an army fights on its stomach. 
Bread and meat are essential war supplies. So are cot- 
ton and steel and copper and virtually every other 
product required for human existence. Directly or 
indirectly, we will sell these things to belligerents. If 
we do not sell them directly to Great Britain or Ger- 
many or Italy or any other belligerent, we will sell 
them to Mexico or Cuba or Argentina or other neutrals 
who in turn, will ship them to the belligerents. 

It is estimated that European balances in this country 
which could be mobilized for purchases of needed goods 
amount to at least $6,000,000,000, of which some 
$1,250,000,000 is equivalent to cash deposits immedi- 
ately available. When war breaks out, these cash bal- 
ances will be utilized first. Next belligerent foreign gov- 
ernments will commandeer securities owned here by 
their nationals. Speculative anticipation of the sale of 
such securities would produce a temporary reaction in 
our market if it were not quickly closed on outbreak of 
war. It probably would be closed promptly, however, to 
permit more orderly procedure; and with the experience 
of 1914 to guide us it would not stay closed long nor 
would there be any drastic deflation of values. Ob- 
viously, foreign governments would attempt to attain 
the best possible prices for such commandeered securi- 
ties. Such prices could be had only on orderly liquida- 
tion. They might even turn over securities to Ameri- 
can firms in payment for raw materials. 


THE drought has spread into parts 
of the corn belt and prevails with 
little relief in areas earlier stricken. 
Grain prices are on the upswing with cash corn recently 
at the highest level in eleven years. The shortage in 
feed crops will undoubtedly bring a large influx of 
cattle, hogs and poultry into the market with a conse- 
quent lowering of prices, but this will be no more than 
a temporary development and meat will follow the 
ascending trend of butter, eggs, milk, grains and other 
short crops. 

The effect of the drought is no more than to acceler- 
ate the upward tendency of living cost which was 
already rising with the trend of prices gener- 
ally. The Department of Labor’s Index of commodity 
prices has been climbing with but minor and short- 
lived recession since early 1933. Its current level is 
comparable to the closing weeks of 1930—that is, 
about 10 per cent over pre-war and roughly 20 per 
cent below the general level which prevailed from 1921- 
1930. Further advance is to be expected. 

While most of us dislike to see the cost of living 
advance in view of the well-known lag of wages and 


Prices Are 
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salaries, nevertheless an advancing price level is not 
unmitigated bad news. It connotes more active busi- 
ness and larger’ incomes since most lines make larger 
profits on a rising price trend than on a falling or even 
a stable one. 


ALL too often when a big city de- 
cides to build a bridge or put in a 
new park, the required land will 
be found in the hands of a politician, his wife or his 
nephew. The politician, his wife or his nephew seldom 
fail to do other than handsomely via the condemnation 
proceedings. Likewise in business it has happened that 
some company taking over another virtually buys the 
new concern from its own officers. We have never 
heard of an officer that ever lost on such a transaction. 
The security laws curtailed the opportunities of “in- 
siders” to profit in their own stock by providing that 
the company could claim from officers and directors 
profits made from quick turns in stocks of their own 
companies. Now comes the Federal Power Commission 
to carry the same policy further. In approving the 
merger between Elmira Gas & Electric Co., Elmira Light, 
Heat & Power Corp., New York Central Electric Corp., 
with New York State Electric & Gas Corp. (Associated 
Gas & Electric System) the Commission ruled that no 
officer, director, or employee of the holding company or 
selling companies who purchased stock within thirty 
days of September 7 would be permitted to obtain more 
than he paid for it. While the Commission was care- 
ful to point out that there was no indication in this case 
of improper profits, it is clear that a precedent has been 
established for future public utility mergers. No quar- 
rel can be had with a policy which curtails the oppor- 
tunities of officers and directors to profit personally 
from a position of special knowledge and it is gratify- 
ing to see that the efforts of the Securities and Exchange 
Commission are being supplemented with those of other 


official bodies. 


Another Curb 
on “Insiders” 


How Far Will the 
Reserve Board Go? 


IN order to guard against 
“an injurious credit expan- 
sion,” the Board of Gover- 
nors of the Federal Reserve System announced last 
month that, effective August 15, member bank reserve 
requirements would be raised 50 per cent. This order, 
it was believed, would reduce the excess reserves of 
member banks from an estimated $3,400,000,000 to 
$1,950,000,000. This was close to the actual result. 
As of Wednesday, August 19, member banks reported 
excess reserves of $1,810,000,000, compared with 
$3,170,000,000 at the end of the previous week. 
Had it not been for the new requirements, the 
excess reserves would have increased by about 
$110,000,000. 

The significant point in the whole affair was the ease 
with which the country’s banking structure met the 50 
per cent increase in reserve requirements. Member 
bank borrowings from the Reserve Banks actually de- 
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clined: it had been feared that there would be selling 
of United States Government obligations on the part of 
the banks but, on the contrary, the latter moved to new 
alltime high levels. At the same time, commercial 
loans moved forward to a point higher than at any time 
in the past several years. 

The conclusion from what has happened so far is 
that the Reserve Board’s action in raising reserve require- 
ments is about equivalent to removing a hundred tons 
of TNT from a thousand ton dump. As a matter of 
fact it is very much to be doubted whether the Reserve 
Board dare press down on the credit brakes hard 
enough to bring any braking power on the wheels. It 
is futile to talk of maintaining an easy money policy 
and at the same time prevent speculation and credit 
expansion and without at the same time preventing 
business from obtaining necessary accommodations. It 
is like saying, we'll feed business but we won't let it 
eat anything. If the Reserve Board really wants to 
curtail credit, it will have to apply the brakes hard 
enough to tighten money and firming interest rates 
means a decline in the price of bonds, including the 
price of Government bonds. And, 
so choked with Government paper 
are the country’s banks, that a 
relatively small decline would bank- 
rupt them. Is the Reserve Board 
going to undermine the country’s 
banking structure? Certainly not: 
there will be gestures only in that 
direction. 


The High Stand- 
ing of Some 


Foreign Bonds 


AMERI- 
CAN _ inves- 
tors have tak- 
en severe 
losses on some foreign bonds and this, 
understandably if illogically, has lowered the esteem 
in which almost all foreign bonds are held. In many 
instances, however, the loss of confidence as meas- 
ured by market price has been carried too far. 
We know of investors who have done very well 
with foreign bonds—better probably than the ma- 
jority of those who confined their investments to the 
domestic market. 

Many of the foreign bonds floated in the American 
market were sold with an utter lack of discrimination 
and bought on the same basis. For example, there 
never was any comparison between the obligation of 
one of the Scandinavian countries and the obligation 
of Peru; nor did the difference between a 5!4y per cent 
yield and an 8 per cent yield make it right. It is only 
beginning to be generally realized that all foreign bonds 
are not tarred with the same brush and so we find 
some foreign governments actually refunding their 
dollar obligations at a lower rate of interest, while 
the bonds of other countries continue to be quoted 
only a few cents on the dollar. In recent times, Finland 
has carried out successfully refunding operations in 
this market; Norway has done the same. South 
America is the continent in which the American in- 





vestor has lost most money in foreign bonds, but it 
will be surprising if the Argentine does not, within a 
short time, refund its dollar bonds with a considerable 
saving in interest. The Argentine budget is practically 
balanced and the country’s foreign exchange position 
has been much improved by the higher prices and 
greater demand for meat, grains and other crude ma- 
terials. There is not a single Argentine dollar issue 
which is not selling above par and this reflects no 
excess of optimism on the part of the market here; it 
is a position well deserved. If the American investor 
had used originally half the discrimination in buying 
foreign bonds as he customarily uses in buying an 
automobile it would have been better for him and 
better for world understanding. 


THE automobile industry is 
nearing the close of its 1936 
production season and very 
soon will launch into production of the 1937 models, 
to be publicly introduced at the na- 
tional shows in November. Thus 
last year’s experiment of advancing 
new model time by two months has 
had a full and practical test. Look- 
ing back on the results, it has proved 
an unqualified success. 

By flattening out the former sea- 
sonal peaks and valleys in produc- 
tion schedules, it has tended to stabi- 
lize manufacturing operations at a 
high level for a longer period than 
formerly and thus has stabilized costs. 
It costs money to alter factory sched- 
ules abruptly. From the point of 
view of the industry’s workers, it has 
had the gratifying result of mak- 
ing employment substantially more stable. 

A year ago there was considerable conjecture as to 
whether heavy sales of 1936 cars in November and 
December would not be at the expense of spring busi- 
ness. If so, the figures do not show it. The Automo- 
bile Manufacturers’ Association reports that sales of 
cars and trucks by its members for the first seven months 
of this year were 28 per cent higher than for the cor- 
responding period of 1935 and July sales were 33 per 
cent higher. Because of remarkably sustained retail 
demand, the initial production of new model cars will 
probably be 25 per cent larger than it was in the closing 
months of last year and will contribute vitally to year- 
end industrial activity. 


Motor Experiment 
Successful 


OUR most recent investment advice 
will be found in the discussion of 
the prospective trend of the market 
on page 568. The counsel embodied in the feature 
should be considered in connection with all investment 
suggestions, elsewhere in this issue. 

Monday, August 24, 1936. 


The Market 
Prospect 
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What's Ahead for the Market? 


By A. T. MILLer 


“The stock market has turned reactionary during the 
past fortnight, after our average of 295 issues had 
reached a level within approximately 3 points of the 
recovery high that was established last spring. Tech- 
nically, this rather sharp downward movement may 
be nothing more than the speculative penalty for the 
relatively fast July advance. Yet it must be conceded 
that investment demand for the majority of equities 
of the leader type—long the backbone 
of the bull market—has been none too 
confident recently. 

From a short-term trading point of 
view, the current performance is dis- 
appointing. While each day sees a 
minority of issues reach new highs, 
most of these are of the specialty type. 
It thus appears probable at this writ- 
ing that the strong tradition of 
August advance is going to be violated 
for the first time in many years and 
that the market is more likely to 
remain within the trading range 
marked out by the April high and the 
May low in our composite index than 
to inaugurate a new and dynamic 
phase of recovery in the immediate 
future. We believe that the May low will hold. 

For perspective it may be noted by reference to 
the accompanying chart that for some six months 
the market has done much churning around without 
average net advance, despite continued selective de- 
mand for numerous issues—especially those in line for 
favorable dividend action. This negative period con- 
trasts sharply with the persistent advance from March, 
1935, to February of this year. While it was not to 
be expected that the remarkable 1935 advance could 
continue indefinitely without some such lengthy cor- 
rective phase, nevertheless, confidence in the inter- 
mediate speculative outlook must rest upon the basic 
economic and financial factors now operative rather 
than upon any technical indications supplied by the 
uncertain and inconclusive performance of recent 
months. 

We have pointed out before, however, that the 
technical habits of the market have been changed by 
the various controls now in effect and hence consti- 
tute much less reliable speculative guide posts than 
formerly; and that successful speculative technique in 
this market has had to adopt itself more and more to 
investment principles, especially in concentrating upon 
earning power and looking to the longer swings. 

Regardless of the present doubtful behavior of the 
market, it is our belief that the longer outlook remains 
preponderantly favorable. General business activity 


remains at a summer level much higher than had been 
expected a few months ago, despite seasonal curtail- 








ment of production in the automobile industry. 
Sustained demand for many varieties of steel attests 
to a continuing broad-based economic recuperation of 
impressive vitality. 

The all-important factor of money rates remains 
bullish. It has not been irrational speculation that has 
carried good dividend paying stocks to price-earnings 
ratios that appear high in comparison with some past 
periods, but cash demand dictated by 
extremely low rates both for short- 
term and long-term money in a basic 
setting of economic recovery. 

It is highly improbable that there 
will be any material change in this 
factor for some time to come. Of 
necessity the Treasury and the Federal 
Reserve Board remain committed to 
an easy money policy which will tend 
to make for higher equity values re- 
gardless of curbs upon marginal specu- 
lation. Our supply of reserve gold is 
enormous and even in the unlikely 
event that clarification of Europe’s war 
uncertainties should induce some out- 
ward flow of the metal our credit base 
will remain so large as to preclude 
anything approaching credit stringency whatever the 
peak level of the next period of prosperity. 

While many corporations have experienced a great 
recovery in earning power, fully as many others are 
not much beyond the “pay point” and on further 
expansion in general business volume may be expected 
to attain earnings that would make present prices of 
their stocks seem very low. On a per capita basis, 
business volume is still much under the level of the 
last prosperity period; and the gap yet to be closed in 
various of the more depressed fields—such as con- 
struction and railway, utility and other capital equip- 
ment—remains a very large one. 

Moreover, whatever the longer implications of 
forced distribution of corporate earnings, the new Fed- 
eral corporate tax system is a strong supporting influ- 
ence in the stock market and will be as long as the 
economic cycle is upward. Because of this tax, it is 
already evident that many companies will make extra 
distributions before January 1. 

On the other side of the picture there are several 
logical reasons for the market’s present nervousness 
and doubt. Foremost among these is the dense and 
gloomy fog overhanging Europe. American indus- 
try’s stake in war-torn Spain is a relatively small one, 
but the increasing division of the Continent into 
Fascist and Communist camps is a highly disturbing 
world phenomenon. It is difficult to see how this 
basic issue can be compromised and we make no pre- 
tense of being able to forecast whether a European 
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The market's action and disturbing European events make a 
cautious short-term speculative policy advisable. Neither a halt 
in business recovery nor a change in credit factors being probable, 


there is no change in selectively bullish investment attitude. 
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conflict far transcending the Spanish civil war is 
close at hand or whether it can be further postponed. 
Certainly as long as European tension remains at its 
present fever heat, it must modify short-term optimism 
in our stock market. 

Again, the “good news is out” on most of the more 
important corporate earnings statements for the second 
quarter and the half year, depriving the bull cause for 
the present of some valuable ammunition. Third 
quarter earnings reports will be favorable, but these 
are some time ahead and percentage gains both for 
this period and for the fourth quarter—however good 
—probably will not equal those of the second quarter 
for the reason that comparison will be with a sharply 
rising business line during the closing months of last 
year incident largely upon the innovation of November 
introduction of the new automobile models. 

Third, increased recognition of the seriousness of 
the drought in the corn belt has unfavorably affected 
a considerable number of stocks, notably the farm 
equipments; and the decision of large copper interests 
both domestic and foreign to increase production 
rather than attempt a further early advance in the 
price of this basic metal has unfavorably affected 
speculative sentiment as regards this group. 

Finally, while there is little or no evidence that 
uncertainty as to the outcome of our national election 
is adversely affecting the current business trend, it is 
reasonable to assume that its near approach is increas- 
ingly affecting investment and speculative attitude. 
This event being little more than two months away, 


it would be wholly natural for many individuals to 
postpone decision as to new stock market commit- 
ments, if not to pare down speculative positions. 

So far as specific effects are concerned, the utility 
industry is most vitally interested in the election. 
Whatever its outcome, it is difficult to see how this 
industry can avoid making capital expenditures in 
1937 in the largest volume in three or four years, 
due to the combination of long deferred expansion of 
generating equipment and persistent growth in con- 
sumption of electricity. Looking beyond November, 
badly needed buying of equipment by the utilities and 
railroads, together with further gradual revival in con- 
struction of all classes, should go far toward insuring 
another step upward in the country’s economic re- 
habilitation. 

It will be answered by some doubters that the most 
practical question involved is whether business is going 
to continue to have the support represented by the 
Government’s spending program and whether a taper- 
ing off in New Deal deficit financing—with conse- 
quent halt in inflation of bank deposits—will pull the 
props out from under an artificial recovery. As to this, 
we believe business is now able to stand on its own 
feet, that any curtailment of Federal spending will 
necessarily be gradual and that any convincing prom- 
ise of a balanced Federal budget within a reasonable 
period would set off a “confidence inflation” in which 
American business will cheerfully sign its own 
I O Us instead of letting Uncle Sam do virtually 
all of it. 
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From panel by Arthur Covey, Courtesy, Norton Co. 





Business Develops 
New Strategies 


New Legislation, Economic Recovery and 


Natural Evolution Result in Many Changes 


By Henry L. Bracxsurn 


7 

— OR DIE” has always been true of business, 
but never more so than today. The world moves faster 
than it did and, while in the past a new era “dawned,” it 
now “erupts” and woe to the business that fails of instant 
reaction. 

The principal difference between the past and the present 
lies in the rapid-fire emission of man-made laws, to carry 
on under which it is now necessary for corporations and 
individuals to adopt new strategies overnight. Evolutionary 
changes in the business world have always been in process, 
governments have always passed laws, but never in history 
has the American businessman been called upon to adapt 
himself to accelerating natural change on which there 
has been superimposed so much new and drastic legislation. 

That American business is doing a good job under 
adverse conditions is obvious. This is borne out by the 
mounting consumption of goods and services, although it 
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is not to deny that consumption might have been still 
higher but for the necessity of making radical changes in 
accustomed practice. 

The most potent and constant natural force to which 
business is called upon to adapt itself is the peoples’ per: 
fectly understandable demand that they do less fer a more 
comfortable living. So long as this demand does not go 
far beyond what it is possible for improved methods of 
manufacture and distribution to give, it is a force for 
good. We are, of course, far beyond the general acceptance 
of the eight-hour day, but who would have believed a few 
years ago that we could be so close to a five-day week? 
Still more significant is the growing tendency to give wage’ 
earners the vacations with pay which their salaried broth- 
ers have long enjoyed. A number of large corporations in 
the steel and automobile industries have made vacations 
with-pay effective. 
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Yet, at the very time that these workers are enjoying 
their holidays consciously or unconsciously they do not 
spend a dollar of the money for which they have not 
worked without demanding that it buy more. As has been 
said, there is no quarrel with this attitude, but when busi- 
ness is called upon to pay more for less production and 
at the same time cut the costs of an article to the consumer, 
adaptation of the highest order becomes necessary. 


Producer Carries the Inventory 


Then, consider how business has reconciled itself to 
hand-to-mouth buying: it is remarkable. Mass production 
is essential to low costs and high wages, but mass produc- 
tion also means exactly what it says—production in quan- 
tity. Wholesalers, retailers and even the ultimate consumer, 
however, stock a minimum of everything, so that business 
is being asked to produce in quantity and distribute in 
driblets. Nor must there be forgotten the more rapidly 
changing styles and the greater variety that is demanded 
today. The manner in which, for example, Ford, Chevro- 


) let or Plymouth can give a customer a four-door sedan, 


i oy 


upholstered in mohair with green wheels and gray body, 
and give another customer a black coupe with yellow 
wheels and whipcord upholstery, and still stay on a mass 
production basis, is something for which they have never 
been given sufficient credit. 

While there will always be a certain number of con- 
cerns falling by the wayside, business can be counted upon 
te give the consumer what he wants in the way he wants 
it—and make money doing it. But when business is called 
upon to give the consumer what he wants, in the way he 
wants it, and all by following a prescribed governmental 
procedure, the task becomes one to curl a demi-god’s hair. 
Over the past few years, many laws have been passed 
which make it necessary for corporations to completely 
reverse old-established and proven policies. It is fascinating 
to see how business has shifted to avoid the ruinous inci- 
dence of the various state anti-chain-store laws, the Federal 
security laws, anti-holding-company laws, new tax laws 
and countless others. 

Take the anti-chain-store laws, enacted already by half 
the states: varying in detail they impose taxes per store 
which increase per store according to the number of stores 
under one management. In some states it takes the form 
of a graduated levy on gross sales, but the result is every- 
where the same—the independent merchant is favored at 
the expense of the chain and the consumer, as usual, gets 
nicked for the difference. Not only are grocery, variety 
and such like chains affected, but court decisions hold gaso- 
line service stations to be in the same category. 


Back to Independent Retail Outlets 


Faced by ruin, there was only one thing the big distribu- 
tors could do and that was to give independent status to 
all their various outlets. Standard Oil Co. (Indiana) pos- 
sibly has contributed most to improvising a workable 
scheme. It is now called the Iowa plan and under it the 
company leases the service station (usually to the old 
manager) but imposes no restrictions upon products 
handled and retains no control over prices charged. Else- 
where, sometimes the agreements do provide for the 
handling of a particular company’s products and control 
over retail prices is retained. However, whether it be under 
the Iowa plan or some modification thereof, the fact re- 
mains that there is a widespread tendency to put outlets 
back on a dealer basis. Standard Oil (Indiana), Standard 
Oil (New Jersey), Texas Corp., Atlantic Refining and, 
indeed, most of the big oil companies are doing it. 
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Nor is this a tendency seen only in the distribution of 
petroleum products: the James Butler Grocery Co., which 
a few years ago operated nearly five hundred stores, mostly 
in the New York Metropolitan area, has been busily sell- 
ing its stores to their old managers. The president of the 
Great Atlantic & Pacific Tea Co. announced early this 
year that his company was considering the decentralization 
of its operations as a corporate chain in order to become 
a voluntary chain and wholesale business in those states 
where recently enacted legislation made business in the 
old way impossible. 

It usually happens, however, that as soon as business 
finds a way to operate under one set of rules, our poli- 
ticians change them and the work of adaptation has to be 
commenced anew. Thus it is that there is developing a 
movement to tax voluntary chains in the same way as 
corporate chains are taxed today. If this happens, A. & P., 
and other big chain store companies will be deprived of 
an exit through the voluntary chain and in all likelihood 
the outright sale of their outlets will be forced. 

Standard Oil (Indiana) not long ago noted some inter- 
esting effects of outlets under independent ownership. Ser- 
vice, of course, lost its uniformity. Presumably, one filling 
station operator would wipe off the windshield and check 
water and oil without being asked to do so, while another 
would content himself with saying: “How many, Bud?” 
The company went on to suggest that there was probably 
some decrease in employment. This seems logical, for a 
man on his own can be counted upon to work harder 
and longer hours than one who is a mere employee. Most 
interesting of all, however, was the measurable increase 
in sales volume which resulted from the new system. 


New Laws Bring Changes 


The Securities Act of 1933 and the Securities & Exchange 
Act of 1934 have between them brought widespread changes 
in corporate practice and in the practice of some corporate 
officials. One remembers that for a time it appeared im- 
possible for a corporation to carry out a financing opera- 
tion. The directors, it seemed, had to bare their souls and 
the soul of their corporation if they wanted to borrow so 
much as a dime from the public and then were subject 
to drastic penalties if the revelations subsequently proved 
to be in any way incomplete. However, between the rea- 
sonableness of the Securities & Exchange Commission, 
charged with administering the laws, and the adaptability 
of business, a way was found which enables industry to 
obtain necessary financing almost as easily as in the old 
days and with considerably greater protection to the public. 

Yet, although business over the past few years has had 
to contend with a vast amount of direct governmental 
interference and regulation and is currently struggling 
desperately to obtain a sensible and clear-cut interpretation 
of the recently enacted Robinson-Patman law, it has been 
called upon to perform the greatest feats of versatility 
because of new and changing tax laws. The present Gov- 
ernment has used the tax power not only to collect revenue, 
but in order to attain ingeniously all kinds of other objec- 
tives. The prohibition of consolidated returns for income 
tax purposes, under which it was possible to charge against 
the profits of one subsidiary the losses of another, was 
aimed at the elimination of the holding company. The tax 
on inter-corporate dividend payments had the same end 
in view, while the tax imposed upon undistributed profits 
which was passed late in the last session of Congress con- 
tained other steps towards the same objective. 

Naturally when one begins to tax the holding company 
form of corporate structure out of existence, business looks 

(Please turn to page 614) 
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Happening in Washington 


By E. K. T. 


No new tax announcement at White House was largely 
for political effect. Government’s financial situation has not 
changed materially since May and June when President was 
insisting on passage of tax bill which had greater reform 
than revenue aspects. Jerking Chairman Pat Harrison of 
Senate finance committee out of hot Mississippi primary 
campaign for sudden flight to White House conference was 
to give drama and color to the announcement. Also having 
announcement come from him and Chairman Doughton of 

_House Ways and Means Committee made it look more like 
the decision came from Congress leaders instead of from 
President. 


Revenues are gaining, and will continue to gain if 
Treasury's estimates of continued improvement in business 
are correct. This much is hopeful sign to business. But 
Federal spending is still going on at high rate, with no sign 
of decrease soon. Existing tax rate undoubtedly could bal- 
ance the budget and leave a small surplus if a rigorous 
economy program were instituted. 

Cuts in spending may be foreshadowed by the announce- 
ment, but if so it is only by inference. There is no hint of 
where cuts will come. They could hardly be expected on 
eve of election. 

The announcement is conditional, similar to President’s 
assurances last year that no new taxes were needed on the 
basis of existing laws. It is not positive assurance against 
tax increase—simply a forecast that if revenues continue to 
increase and if no new spending is authorized the Treasury 
can make out. 





Washington Sees— 


Politics dictating Administration’s announce- 
ment that additional taxes are not needed. 


Business unsettled over prospects of tax re- 
vision regardless of whether result is up 
or down. 


Court trouble in application of Treasury 
regulations on corporation surplus taxes. 


New farm plans being discussed by Admin- 
istration, with crop insurance to the front. 


Labor planning more partisan political ac- 
tion. 


Regulation of investment trusts a coming 
issue. 


Consumer co-operatives suddenly becoming 
the big question mark on the business 
horizon. 
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There will be a new tax law next year, the sixth P 


annually since 1932. 
In fact, constant tax changes and talk of changes are almost 


This means uncertainty to business, [ 
) confer 


as bad as taxes themselves. Revenue Act of 1937 promises f 
to be simply “readjustment,” smoothing out inequalities and 


administrative difficulties. This can mean most anything 


higher taxes in aggregate. 
upped to maintain level if others are lowered. 


Pet tax schemes of radical and other blocs in Congress } 


may get log-rolled into new law. 


1932; 
lowed to die, but there will be fight to retain those on 


gasoline and autos, because of their yield and as justification } 


for heavy highway appropriations. 
new revenue source may be sought. 


Difficulties with corporation surplus tax are not ad F 
mitted by Treasury, but may come to light inconspicuously [ 
through proposed revisions in new tax law. But the Admin fF : 
istration will fight to retain principle of taxing undistributed F “tV4" 


surpluses and also graduated corporation tax, embodied in) 
> payme 


its 1935 and 1936 revenue laws. 


Lawsuits loom in Treasury regulations on 1936 tax 
law. Officials are taking strict, legalistic view, holding to 
what they claim is spirit of corporation surplus tax and in 


tax year in order for corporation to get credit of distributing 
its surplus; a dividend declared or even in the mails is not 
enough. This will force companies to pay dividends some 
time before they close their annual books. 

Many controversial points have not been answered by the 
first set of regulations. More rulings are coming. 


Spanish civil war is making the Administration in P 
Now that most Americans have been 7 
removed from danger zones, confiscation and destruction of 


creasingly anxious. 


American property is being listed with view of filing claims 
when time comes. 
Should European war result, problem will be to maintain 


as much of our foreign trade as possible without favoring organi 
either side or making commitments which might implicate F o¢ “nc 
Renewal of neutrality act which expires next § ;. expe 


U. S. later. 


spring will be one of first jobs of Congress. Forces are 


lining up for drastic neutrality legislation with teeth—prac’ 


tically isolation. 
Wars and rumors of wars will aid move to nationalize 


munitions industry (opposed by Administration), universal 


draft of men and capital, and other radical proposals in the 
name of preservation of peace. 
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' leaders rather than from brain trust. 
heard on this in next few months. 


Railroads are on the spot in connection with January 
{ expiration of emergency freight surcharges which I. C. C. 
refused to renew. They can attempt to make high rates 
permanent by filing thousands of new tariffs, a costly job 
and certain to meet vigorous shipper opposition. Embarras- 
sing part is that after fighting I. C. C. order for lower 
passenger fares many roads are now 
finding their passenger business way up, 
from which public may infer I. C. C.’s 
judgment on rate levels betters the 
roads. 


New farm plans occasioned by 
drought are now being studied by the 
Administration, and in regional farm 
W P A aid will be in- 
creased in drought areas, and there may 
be a return to direct Federal relief 
(dole) in the winter. Threats of soar- 
ing commodity, food prices worrying 
Administration; efforts being made to 
show A A A curtailment policy not to 
blame. 


Crop insurance will be the catch- 
word in next year’s farm legislation, 
but features of government production 
control and payments to farmers will 
Secretary Wallace’s long-time 
pet idea of “ever-normal-granary” can 
be achieved by a so-called insurance 
plan whereby farmers turn over surplus 
crops to Government which holds them 
in warehouses to be turned back to 
farmers in lean years. Production con- 
trol would be achieved through state 
laws providing payments for soil con- 


Underwood photo 


tions. Still somewhat nebulous, these 


| plans will be talked up in farm belt 


during fall, and the idea will appear to come from farm 
Much more will be 


R F C continuance for another year probably will be 
asked by Administration in January. Lending authority of 


| this “emergency” agency has been extended annually under 


New Deal. Its lending is falling off, collecting increasing, 


| but case will be made out for necessity for continuing loans 
of several types, particularly to smaller business concerns. 


Bankers, their commercial loans increasing, may put up 


» more vigorous opposition to continuance of this government 


competition, 


Labor is now definitely in politics. Formal launch- 


quent references to new alignment of political parties by 
| 1940, with the hint that if there is not a labor party as such, 


a © organized labor will join with other groups in some sort 
“| of “popular front” to represent social progress against what 


fe ) is expected to be reactionary swing of both Republicans and 


rac’ F 


Democrats by that time. 
Formation of the League may give Landon a break. Labor 


© was pretty much for Roosevelt anyway, and the League, 


a 


‘l } while solidifying this support, may not make many converts. 
ersal f 


But the fact that the League’s organizers are chiefly heads of 


| insurgent industrial unions, now, temporarily at least, sus- 
| pended from American Federation of Labor, gives Repub- 
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lican craft union leaders one talking point, namely that 
support of Roosevelt strengthens John L. Lewis in prestige 
and power, that during next few years he may be able to 
undermine craft unions, destroy A. F. of L., and make 
himself a labor dictator. 


Regulation of investment trusts 
by Federal legislation is slated for next 
Congress. S E C has been studying 
problem for months, probably knows 
now what recommendations will be. Re- 
cent hearings dragging out some hor- 
rible examples of mismanagement are 
chiefly to get proper publicity back- © 
ground for support of legislation. S EC 
apparently not opposed to investment 
trusts but wants public regulation to 
protect small investor from the unskilled 
and unscrupulous. 


Labor espionage and strikebreak- 
ing will be in the news as LaFollette 
committee begins actual work on its in- 
vestigation with subpoenas for detec- 
tive agencies doing such work. Firms 
who hire the agencies will be put on 
the griddle next. Significant is Presi- 
dent’s executive order giving commit- 
tee access to income tax returns and au- 
thority to make public information rele- 
vant and pertinent to its inquiry. Stated 
purpose of this is examination of detec- 
tive firms’ business, but industrialists 
are wondering if LaFollette plans pub- 
lic comparison of corporation earnings 
with their wage rates. 


JessE H. JoNEs 
Head of RFC 


Extension of its lending for another 
year will be sought despite bankers’ 
opposition. 


Public works jam is increased by 
President’s latest edict that 100 per cent 
of Federal grant (45 per cent of total 
cost of project) must go to relief labor. 
This makes it very difficult for munici- 
palities to construct high type of useful projects under 
P W A. Thus Harry Hopkins’ W P A (boondoggling) 
becomes increasingly the chief Federal relief agency. 

A permanent plan of Federal relief may come out of this 
situation in next Congress, based on theory that the Govern- 
ment must provide work for all whom industry does not 
employ. New Dealers are quietly working on this. 


Oil royalty offerings now give investor more of a break, 
S E C boasts as result of operation of its law requiring dis- 
closure of essential data. Revision of commission's rules 
and regulations on royalties is anticipated. 


Political support of business will be wooed by Admin- 
istration campaigners, largely on claim that upswing in buy- 
ing and producing is due to soundness of New Deal recov- 
ery measures. 


Consumer co-operatives are biggest new story in busi- 
ness world. Actually generations old in Europe and not 
untried here, they have suddenly become a bogey to the 
profits system, as evidenced by deluge of requests for in- 
formation reaching Washington from all quarters. Basis 
of scare is rumor that New Deal will actively sponsor and 
finance consumer co-ops as “trust busting” weapon and to 
reduce prices—all inferred from President's action in send- 
ing commission to study European co-ops. Administration 

(Please turn to page 619) 
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+ Present stocks of monetary gold, plus the accelerat- 
ing rate of its production, have laid a foundation for 


a tremendous expansion of world business. 


Dynamic Price Advances Impend 


By Georce E. ANDERSON 


‘Tue question of how far world prices will advance as a 
result of the tremendous increase in the world’s stock of 
monetary gold really resolves itself into the question of how 
far the governments of the various nations possessing these 
increased stocks can and will restrict that advance. The old 
formula of the relation of gold to prices was something like 
“more gold, more money as the basis for more credit and a 
general rise in commodity prices as this credit is used in ex- 
panding business.” 

Each successive material increase in the world’s monetary 
gold stock has been succeeded by an era of rising prices 
which was usually accompanied by a period of marked pros- 


perity. 
New Factors Present 


The present situation, both in the world at large and in 
the nations most likely to be affected by the increase in the 
gold stocks, however, presents certain phases not to be noted 
in similar periods of the past. The increase in the gold stock 
has come immediately after the most exhausting war in his- 
tory in which nearly every important trading and financial 
nation in the world has become impoverished of real wealth 
of which gold is merely the chief measuring rod. This im- 
poverishment has resulted in unbalanced budgets in the face 
of high taxes followed by the depreciation of currencies 
which in turn has ushered in an era of managed currency 
and credit systems. 

The depreciation of currencies has resulted in a false and 
unstable price structure. Depreciation in many cases has 
been followed by a rise in prices in local or depreciated cur- 
rencies but which in fact represented a lowering of prices 
on an international basis, in other words, in gold. Even in 
local depreciated currencies prices have been held down in 
some cases for fear that mounting prices due to currency 
depreciation would lead to uncontrolled inflation which 
usually is the cause rather than the effect of runaway prices. 
Perhaps more important, a lack of demand for commodities 
im international trade resulting from war exhaustion and 
impaired national credit has kept prices below what might 
reasonably have been expected under more normal circum- 
stances. 

All nations have been disposed to do everything possible 
to increase the prices of their own products in world markets 
while doing everything possible to depress the prices of the 
articles they must buy and in order to protect their curren- 
cies from further depreciation in international markets many 
if not most nations have erected tariff and other barriers to 
shut out the products of other nations and thus force down 
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the prices of commodities to an unnatural and often disas- ” 
trous level. Thus it has been impossible for the increased rang 
stock of gold or any other similar stimulus to expand indus- Neth 
try and trade and to exercise its wonted and natural in: | al 
fluence upon either industrial and commercial activity or — 
world commodity prices. stall 
Nevertheless, and perhaps this is the crux of the situation, [ 4, 11. 
there is always a tendency, once such restrictions and inhi qq ¢ 
bitions are relaxed or removed, for the increased monetary} 4, [. 
gold stock to exert its influence in the direction of higher 000.0 
prices and in the countries exercising the least control over f }, 41. 
currency and credit this tendency is most marked. It is} 4,11. 
hard to believe that sooner or later this tendency will not ra 
triumph. Surely, in time, the influence of this change in the F ypo, 
monetary gold stock situation will be felt all over the world. “site 
Measured by the experience of all nations in similar per- aang : 
iods in the past the change which has come in world mone [ * ,, 
tary gold stocks since the world war may well be considered own 
one of the major developments of this generation. Its nor [4 , 
mal effect in an uncontrolled monetary world could not be | * 
otherwise than tremendous, influencing the every day living, > —— 
the wages, production and consumption of every worker in 
practically every clime. 
Large Supply Badly Distributed 
In the first place world production of the yellow metal has “¢ 
increased at an astonishing rate under the spur of higher | we 
nominal prices for it in depreciated currencies, including the T 
dollar. The total world production in 1934, 1935 and the $9 
first five months of 1936, as reported by Federal Reserve } ae 
authorities, is valued at $2,400,653,000. At the old value ti. 
of the dollar this would be the equivalent of $1,417,000,000 ne 
plus and with pre-depression production around $400,000, re 
000 a year the rate of production for the past twenty-nine 
months has been substantially half again what had been re is 
garded as normal. This rate is increasing. In addition to f be 
the increase in production there have been large additions ws 
to the monetary stocks of gold from hoards. India alone had 
has added approximately $700,000,000 to world money Re 
stocks since Great Britain left the gold standard. Russia, in sli 
addition to increasing its production sensationally, has re as 
leased hundreds of millions of dollars of hoarded gold. Other Ni 
nations have induced their people to give up old jewelry and ‘ial 
trinkets to the value of several hundred millions more. No ae 
one knows what the actual increase in monetary stocks has an 
been since so much gold is known to lie in “unrecorded hold- wr 
ings.” Even these new hoards are available for future mone’ ‘ate 
tary purposes,—at a price. 
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This increase in world stocks, however, is rather badly 
distributed. The increase of the gold stocks of all central 
banks and governments in the past two years and five months 
as indicated by the Reserve Board’s table is from $20,192,- 
000,000 to $21,362,000,000 or by $1,170,000,000 but since 
the figures up to March, 1936, include Russian holdings 
which, for some reason, are not included at the present time, 
it is probable that the actual increase, including Russia, is 
close to $2,000,000,000. 

At all events, the difference between total production and 
releases from hoards and the increase in recorded monetary 
stocks, less a comparatively small amount used in the arts, 
has gone into new hoards. The hoards released by India, 
which previous to the departure of Great Britain from the 
gold standard in 1931 was the world’s chief gold and silver 
hoarder, have gone into hoards in Europe or transferred by 
the private owners to the United States to swell foreign de- 
posits in American banks or increase foreign holdings of 
American securities. Gold in all these new hoards will cer- 
tainly be released for monetary purposes when world cur- 
rency values have been stabilized. 

The maldistribution of these stocks of the yellow metal has 
come chiefly as a result of political disturbances in Europe, 
the fear of the devaluation of the currencies of France, The 
Netherlands and Switzerland still on the old gold standard, 
and the attractiveness of investments in the United States, 
Canada, and Great Britain as compared with the rest of the 
world. In the two-years-and-five-months period the central 
banks of Europe, excluding Great Britain, have lost $2,520,- 
000,000 of their monetary gold stocks. In the same period 
the United States has gained $3,609,000,000; Canada $57,- 
000,000; the Bank of England $129,000,000; all central 
banks in Latin America, $63,000,000; and all other central 
banks and governments $116,000,000. The difference be- 
tween what the Continental central banks have lost and what 
other banks have gained represents gold which has been de- 
posited in Great Britain on private account or which has 
gone into hoards elsewhere. 

Out of this intricate maze of gold shipments, shifting gold 
ownership, hoarding, cross currents of capital movements 
and other complications several facts can be noted. Most 


important, perhaps, is the fact that with the exception of 
Germany and Italy,—for reasons which need not be eluci- 
dated,—none of the central banks is really short of gold and 
none of them is unable to extend more or less liberal credit 
if and when normal conditions in their respective countries 
can be restored. Moreover, practically all of them have Amer- 
ican or other foreign exchange available to replenish their 
stocks if, as, and when world conditions become more normal. 

Until the recent political and financial disturbances in 
Europe which commenced to be acute in 1933, most of them 
had gained gold as compared with their holdings previous 
to the depression. As a result of currency depreciation 
most of them at the present time need far less gold to sup- 
port their currencies and as a basis for credit extension than 
they have needed before. 

The countries in the more precarious position are the gold 
bloc countries which, though now in possession of enough 
gold for their needs, are constantly under the threat of more 
or less heavy gold exports in fear of devaluation but from a 
currency and credit standpoint none of these countries would 
lack gold if and when they devalue and end this fear. Bel- 
gium, brought to her knees by gold exports previous to 
March, 1935, immediately regained most of its losses when 
the belga was revalued. 

The fact is that with most countries on a managed cur- 
rency basis the normal effect of gold holdings cannot be 
registered and because of the abnormal situation in Europe 
there is little normal relationship between gold stocks and 
commodity and other prices which are governed more by 
governmental manipulation than by the amount of gold 
upon which credit normally is and should be based. In 
countries where prices have been permitted to follow a 
natural course after devaluation, however, there has been 
an advance in commodity prices. The increase in the 
wholesale price index in the United States between Jan- 
uary, 1934, and May, 1936, has been from 72 to 79 or 
from an average in 1934 of 75 to an average for the first 
five months of this year of 80.2. In Canada the advance 
has been from an average of 72 in 1934 to an average of 
72.4 so far this year; in Great Britain the advance was from 

(Please turn to page 616) 





The World’s Gold 


If all the monetary gold in the world were 
fused into one mass, it would produce a 33.2 x 
foot cube. Such a cube would weigh 22,090 
short tons Avoirdupois (644,286,000 ounces 
Troy) and would be worth at the present time 
$22,550,000,000. 

In the past five years some 7,000,000 ounces 
have been added to the world’s stock of mone- 
tary supply under an accelerating rate of pro- 
duction. 

During that time some significant shifts in 
ownership have taken place. The United States 
has increased its proportion of monetary gold 
since May, 1931, from 40 per cent to 45 per 
cent, France still holds almost the same propor- 
tion, while the United Kingdom has gained 
slightly until today she has 7.3 per cent of the 
world total. The proportions held by Belgium, 
Netherlands, Switzerland and Russia have also 
gained while Japan, Argentine, Spain and Ger- Y 
many showed declines in the proportion held. 
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Figures are based on Federal Reserve Board reports of 
the holdings of Central Banks in 52 countries, plus the 
latest figures given for Russia as of March, 1936. 
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ailroads 


Profit 


Nesmith Photo 


By Samugt O. DuNN 


Editor, Railway Age 


hiss the fifteen years, 1921-1935, which have elapsed 
since the termination of Federal railway control, the Class 
I railways of the United States have spent a gross total of 
some $8,600,000,000 for additions and betterments to their 
physical properties. These gross expenditures represent 
slightly more than one-third of existing rail investment in 
road and equipment. It is natural to expect material in- 
creases in the efficiency and economy of rail operation from 
the investment of this large sum of money. Yet in certain 
quarters criticisms are still heard as to railway efficiency, 
and the effectiveness of these expenditures is seriously ques- 
tioned. 

In the following paragraphs there will be presented, both 
by specific examples and by nation-wide figures, the remark- 
able increase in railroad efficiency and economy which these 
capital expenditures have made possible. For the first nine 
of these fifteen years, they were made both to enlarge the 
capacity of the railway plant, and to increase the efficiency 
and economy of operation. For the past six years, with 
available capacity far in excess of traffic demands, capital 
expenditures have been confined almost entirely to those 
which would enhance economy and improve service. 

The three principal general classifications of railway oper- 
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ating costs are those incurred (1) in the maintenance of 
roadway and structures, (2) in the maintenance of equip- 
ment, and (3) transportation expenses—those incurred in 
the actual movement of trains. These three general groups 
of expenses aggregated more than 89 per cent of total rail- 
way operating expenses last year, so a discussion of these 
cost elements from an efficiency standpoint should suffice 
for the whole field of railway operating activity. 

It is difficult to be broadly specific in any detailed discus- 
sion of the increased efficiency in railway operation. The 
ability to finance improvements, local physical and traffic 
conditions, details of organization and many other relevant 
factors vary widely from road to road. In general, it may 
safely be said that the level of rail efficiency reached in the 
last few years has never been equalled. The specific steps 
in the gradual climb to this efficiency peak may be best 
illustrated by a fragmentary presentation of what has been 
done by individual railways. While some of the following 
examples may seem relatively unimportant in themselves, 
the cumulative effect of literally thousands of such econo- 
mies made by individual railways has been the saving of 
billions of dollars and the salvation of the railroad industry. 
Here, then, is a collection of straws: If there are enough 
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straws and if they are all going the same way, it will not be 
dificult to determine the direction of the wind. 

First of all, as regards maintenance of way and structures 
costs, which represented some 15 per cent of all railway 
operating expenses in 1935: 

One Eastern railway, in a rather unique reorganization 
of its track maintenance forces, has eliminated its former 
section gangs, substituting in their place heavy-work, spot- 
F ting and yard gangs without rigidly fixed territories. It has 
© consolidated its supervisory forces, and has purchased high- 
» way motor trucks for the movement of large gangs and the 
) distribution of materials, to eliminate work-train expense 
© and interference with traffic. The result of this reorganiza- 

tion is an annual saving of $130,000. 

Another Eastern railway has built, at a cost of $35,000, 

a framing mill at its tie and timber treating plant. All 

bridge timbers for the entire railway are now framed and 

treated at this plant, as well as a considerable quantity of 
building and miscellaneous material. The cost of framing 
bridge ties and guard rails at this plant is $6.43 per thous- 
and board feet, as contrasted with the previous average cost 
of $17.50 for similar work done by hand in the field. In 


one year the total saving effected by this mill, as compared 
with hand work along the line, amounted to $36,000, or 
more than 100 per cent on the investment. 


A Record in Rail Laying 


A third Eastern railway reports a reduction in the cost 
of laying rail from $4.50 to $5 a ton in 1921 to less than 
$2. With a full complement of power equipment, a gang 
of 134 men in one particular rail relaying operation stripped 
the track of 100-pound rail and fastenings, adzed all ties, 
dismantled the old rails and laid new 130-pound rail at the 
average rate of 583 39-foot rail lengths a day and at an 
average cost of $1.77 per ton. On the day of best per- 








Courtesy, L. C. L. Corp. 
Modern method of handling L C L freight 
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How Efficient Have the Railroads 
Been? 


“Railway efficiency in reducing unit costs 
below the 1921 level resulted in saving in 
operating expense of $17,289,000,000 in the 
fourteen years 1922-1935. Of this total 
$11,487,000,000, or almost exactly two-thirds, 
was passed on to shippers and passengers 


in the way of reduced rates and fares.” 





formance 734 rails were laid, at the rate of one rail in every 
44 seconds of working time, and at a cost of only $1.58 per 
ton. In all, 5,237 tons of rail were laid in this job. At the 
old cost of $4.50 per ton the total expenditures would have 
been more than $23,500, whereas the actual total cost of 
this work was $9,250, a saving of $14,250. 

In addition to these specific examples of maintenance of 
way economies instituted by individual roads there may be 
mentioned the power tie tamping tools in use on various 
carriers, which yield savings ranging from $50 to $435 per 
mile compared with pick tamping, while at the same time 
producing results estimated to last half again as long as the 
hand method: The use of mechanical burning or chemical 
spreading devices to kill weeds, which prevent proper road- 
way drainage, has produced savings ranging from $30 to 
$150 per mile of track per year as compared with manual 
weed removal. Machine ballast cleaners have been installed 
which operate at costs ranging from 3.4 cents to 9 cents per 
cubic yard of ballast handled, as compared with about 28 
cents per yard for hand forking. Further economies have 
been produced by the use of heavier rail sections; the build- 
ing up of battered rail ends by oxy-acetylene or electric 
welding; the heat treating of rails and of rail ends, both new 
and after building them up, to increase their resistance to 
wear and batter; the installation of curve oilers to reduce 
the head wear on curves; the use of better designed joints 
and the building up of worn joints to provide better support 
for the rail ends; and the systematic checking of rails in 
track for internal defects, thereby obviating the necessity of 
removing rails of heats that are under suspicion because of 
defects in other rails of these heats. 


Progressively Declining Expenses 


As a result of the foregoing and related economies, main- 
tenance of way and structures expenses of all Class I rail- 
ways directly related or assignable to freight service declined 
from $1.56 per 1,000 net ton-miles in 1921 to $1.28 in 1929 
and to $0.92 in 1935. Maintenance of way and structures 
expenses directly related or assignable to passenger service 
declined from $63.68 per 1,000 passenger-train car miles in 
1921 to $57.94 in 1929 and to $39.42 in 193%. 

Second, as to maintenance of equipment expenditures, 
which represented more than 26 per cent of all railway oper- 
ating expenses in 1935: ; 

One Western railway, with 177 plants for the treatment 
of water used in locomotive boilers, treated 4,600,000,000 
gallons of water in a single year, removing from this water 
more than 10,000,000 pounds of encrusting solids at a total 
cost for labor and materials of $233,000, or about five cents 
per thousand gallons. These water treating plants repre- 
sented an investment of some $1,050,000 and the net saving 
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in train operation and in boiler and firebox maintenance re- 
sulting from their activities amounted to $791,000 in one 
year. 

Another Western railway has recently completed a mod- 
ern power plant serving locomotive and car shops at a 
terminal where cheap stationary-plant coal is available. 
Replacing an older plant burning fuel oil at the rate of 
about $5,000 a month, this new plant, costing less than 
$200,000 has produced fuel savings of $40,000 per year. 


Savings in Handling Material 


The use of lift trucks, tractors and power-driven portable 
cranes has also proved a fruitful source of economy in loco- 
motive and car repair shops, on the “rip” tracks and in the 
handling of stores. After the installation of a portable 
crane on the repair tracks of one railway, representing an 
investment of $4,500, net economies of $8,411 were realized 
in one year—almost sufficient to pay for the equipment 
twice over. On a Western road where more than three- 
tourths of the materials and supplies are handled from main 
stores to line stores in lift-truck boxes, the time of unloading 
and storing a car of brick has been reduced from 32 man- 
hours to less than one man-hour. A Southern carrier has 
realized annual economies of $1,500 from one tractor en- 
gaged in handling storehouse materials and of $2,000 from 
a second tractor in similar service at another point, while 
a single tractor on a Western line effects a saving of $5,000 
a year in reduced labor and switching charges. 

As a result of the foregoing and other economies, mainte- 
nance of equipment expenditures directly related or assign- 
able to freight service 








section of single track, the installation of centralized traf: 
control afforded so much relief in the way of improved 


operation and increased track capacity that a $2,500,000 F 


second-tracking program was indefinitely suspended. 
Various methods have been adopted to stem the losses in 
passenger service on branch lines and in regions of light f 
trafic density. One Eastern road has substituted highway 
bus for rail service in certain territory, thus eliminating } 
more than 800,000 unprofitable passenger-train miles a year 
at a saving of $1,200,000. A Southern carrier has placed 
light-weight rail buses in service, operated at a cost of 2) 
cents a mile, to replace electric cars formerly run at from 
50 to 60 cents a mile. A Western line has placed 57 rail 
motor cars (a somewhat heavier type) in service, running 
more than 3,000,000 miles per year, saving $700,000 an 
nually by their replacement of steam trains, and netting a 
return of almost 30 per cent upon their cost. Similarly, an 
Eastern railway has replaced steam trains in local passenger 
service with rail motor cars and finds that the average saving 
per car realized in 30 months is equivalent to the cost of the 
car. 


Freight Containers Pay 


A sstation-to-station container plan introduced by an 
Eastern railroad has resulted in a net annual saving of ap: 
proximately $120,000 through the avoidance of rehandling 
less-than-carload traffic at intermediate stations, while at the 
same time effecting a 
reduction of 24 hour 
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train stops annually, has resulted in a 
net saving of more than $15,000 a year. 
With the approval of state and city authorities a Southern 
road replaced manually-controlled gates with automatically- 
controlled flashing signals at six crossings in a medium-sized 
city, providing 24-hour protection instead of 18-hour pro- 
tection as previously afforded. This installation, costing 
$8,990, produced an annual net saving of $10,831. 
Centralized trafic control was installed on 29 miles of 
single track of an Eastern line. As a result of this installa- 
tion, the average speed of freight trains in the affected ter- 
ritory was increased 87 per cent; gross ton-miles per train 
hour increased 89 per cent; and the cost per gross ton-mile 
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plant on another carrier, at a cost of $10, 
000, produced annual savings of $4,300 | 
through reducing the cost per locomotive served from 73) | 
cents to 45'4 cents. Likewise, construction of a modern 
coaling plant on a third line cut the cost per ton of coal 
handled from 8.1 cents to 3.6 cents in the first year of 
operation, and then effected a further reduction to 2.4 cents 
per ton in the next six months. 

A Western railway, through an investment of $110,000 
in water cars for auxiliary locomotive tenders, eliminated 
many intermediate water stops in freight service and closed 
18 water stations, at a net annual saving of $74,000. 
(Please turn to page 616) 
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Chrysler — 


Record Output 


Record Earnings 


Record Dividends 


By Warp Gates 


By putting 829,000 new cars on the road last year 
Chrysler Corp. became the one manufacturer of automo- 
biles to produce more cars during 1935, a year of com- 
parative depression, than in the boom year 1929. 

Such an achievement is so remarkable that it would 
seem that there should be some short and easy explanation— 
but there isn’t. The Chrysler Corp.’s success is not the 
tesult of making some exceptionally strategic move at 
exactly the right time; it is not the result of Mr. Chrysler’s 
dominant personal astuteness, although the present chair- 
man of the board has obviously been right more often than 
wrong; nor, as sometimes happens, can it be attributed to 
the company turning out a product so vastly superior to 
that of its competitors as to automatically assure success. 
The explanation may be obscure, but of the result one can 
be certain: the Chrysler Corp., as a corporation, has a 
more clearly defined individual personality than any other 
automobile company and that it is an aggressive personality 
which has carved out a real place for itself when others, 
trying the same thing, apparently in the same way, fell 
by the wayside. 

Chrysler Corp. got off to a poor start. It was born of 
the old Maxwell Motor Co. and the Chalmers Motor Corp. 
which fifteen years or so ago found themselves deeply in- 
debted to the banks. Walter P. Chrysler, who had started 
work originally in the Union Pacific Railroad shops and 
worked up to master mechanic with the Great Western and 
from there to a General Motors vice-presidency, was then 
trying to draw the bankers’ chestnuts out of a Willys. 
Overland fire. So successfully was this work proceeding 
that it was suggested he do the same thing with Maxwell. 
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This he did, and did handsomely, but not before the bank- 
ers had put up considerably more money and Maxwell had 
passed through a reorganization. 

In 1925, Maxwell Motor became the Chrysler Corp. 
It was, however, a change of name only, for the Maxwell 
plants were already turning out Chrysler cars. These were 
of novel design for those times. They were the brain-chil- 
dren of Mr. Chrysler, and three engineers, Fred M. Zeder, 
Owen Skelton and Carl Breer, who had been working to- 
gether for a dozen years. Today, Fred Zeder is a director, 
vice-president and vice-chairman of the board, which is an 
interesting commentary on the quite exceptional esteem in 
which the corporation holds its engineering brains. 

The new high-compression Chryslers, the “big little- 
cars,” were a success from the outset. For $1,500 they gave 
or came near to giving, that for which the public had been 
accustomed to pay two or three times as much. Neverthe- 
less, the Chrysler Corp. was still far from being the Chrys- 
ler Corp. of today. It was merely a fair-sized company, 
doing well, and blanketing the medium-class field—much 
in the position of Nash a few years ago. Chrysler might 
still be where Nash is today except for one thing—the ac- 
quisition of Dodge. 

At first the consolidation with Dodge appeared to be 
a mistake. The Chrysler line was established, the De Soto 
line was making its appearance and Dodge appeared to 
present considerable duplication in the various price fields. 
But it soon developed that Dodge offered Chrysler certain 
facilities and markets which were needed and utilized. 

Starting as suppliers of parts to Ford, the two Dodge 
brothers built up a formidable automobile business of their 


579 








Arc-welding the inside of Chrysler bodies 


own in a price class just a cut above the Ford. Following 
the death of the two brothers in 1920, the business prac- 
tically ran itself until the company began moving in a price 
class higher than had been ordained originally. Unques- 
tionably, Dodge was slipping when Chrysler took it over 
in 1928. It had not, however slipped much: plant was good 
and dealer organization among the best in the country. And 
it was plant and dealers that Chrysler wanted and it wanted 
them expressly to build and market the Plymouth with 
which it was proposing to take on General Motors and 
Ford at their own game. Chrysler was determined to offer 
a variety of models in all price fields and particularly to 
win a place in the big volume low-priced class, and he 
did it. 

Starting from scratch in 1928 when its medium-price 
car business was going great guns and there were no signs 
of the debacle to come, the Chrysler Corp. sold 85,000 
Plymvuths in 1929. Sales dropped to 64,000 the following 
year, but then, despite deepening depression rose to 94,000 
in 1931, to 112,000 in 1932 and then continued steadily 
forward to the 383,000 which were sold last year. During 
the first six months of 1936, 260,000 Plymouths were put on 
the road, compared with 213,000 in the first six months 
of 1935. 


Plymouth Not Everything 


While Plymouth today undoubtedly is the keystone of 
Chrysler’s unprecedented prosperity, the company’s other 
cars and products are not to be forgotten by any means. A 
revitalized Dodge registered 178,000 new cars last year, no 
small advance from the 1932 low point of 28,000. Then 
there are the Chryslers themselves with 40,500 new regis- 
trations last year and the laggard of the family, De Soto, 
whose registrations totalled 27,000. Nor are the 61,000 
Dodge trucks sold last year to be neglected by any means. 
In the truck field Dodge has done exceptionally well, ac- 
counting last year for more than 12 per cent of the total, a 
percentage exceeded only by Ford and Chevrolet. 

Among miscellaneous activities, the Chrysler Corp. num- 
bers the production of marine engines, bearings which carry 
their lubrication within themselves and air conditioning 
apparatus. The marine engines are made in various models, 
with and without reduction gears and are suitable for a'l 
types of small and medium-sized craft. Chrysler's “oilite” 
bearings are made from various finely-powdered metals 
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which absorb lubricant much in the same manner 
as a sponge and require little, if any, servicing after 
installation. It was about two years ago that Chrys. 
ler first announced its entry into the air condition. 
ing field. A subsidiary, Airtemp, Inc., is interested 
in both summer and winter air conditioning and 
in installations of one-room size and upwards. It 
has just commenced manufacturing in its own 
plant at Dayton. 

Even in this day and age, despite governmental 
interference of various kinds, increased taxation, 
wage rates higher than in 1929, and quite def- 
nitely greater value in the product, one cannot 
build cars as Chrysler -has built them without mak- 
ing money. And the Chrysler Corp. has made a 
great deal of money. Last year’s earnings, just 
short of $35,000,000, after depreciation, interest, 
taxes and other charges, established a new high 
record. They were equivalent to $8.07 a share on 
the outstanding capital stock and compared most 
gratifyingly with earnings equivalent to only $2.19 
a share in the previous year. 

In the first half of the present year, Chrysler 
failed to equal the showing for the whole of 1935 
by a matter of only some $5,000,000. Net income 
for the six months of $29,473,736 was the equivalent of 
$6.83 a share of stock. Naturally, stockholders have bene- 
fited: a dividend of $4 a share was declared last month 
which, coming on top of the $1.50 paid in June and the $1 
paid in March, brings total payments made this year to 
$6.50 a share. Another distribution will be made at the 
year-end, although it is too early to hazard a guess as to 
what it will be, particularly in view of the fact that the 
final quarter will largely represent the reception given 1937- 
models. In any event, solely on the basis of the $6.50 de- 
clared so far this year, such a dividend on a stock which 
four years ago sold for $5 a share certainly represents a 
remarkable recovery. 


Debt Eliminated 


Nevertheless, stockholders who look solely at the manner 
in which Chrysler’s dividends have mounted will fail to 
realize by a long way the ground that has been gained. 
When Chrysler took over Dodge in 1928, it assumed nearly 
$60,000,000 of the latter’s 6 per cent debentures. There 
were still some $40,000,000 outstanding at the end of 1933. 
Of this amount, $10,000,000 were retired from treasury 
cash towards the end of 1934. Then in the spring of 1935, 
the remaining $30,000,000 of the Dodge debentures were 
called for redemption, Chrysler arranging to borrow $25, 
000,000 on serial notes from the banks. The last of the 
bank loans was paid off this year, so that the company is 
now free of all debt other than accounts and taxes payable. 
Thus it is that stockholders in addition to looking at their 
dividends must take into consideration that the company 
has eliminated, out of earnings, $40,000,000 of debt since 
the depth of the depression, besides greatly improving the 
current financial position. From this point on, it is a reason 
able expectation that a larger percentage of earnings will 
be paid out in the form of dividends. This is the more 
likely, of course, because of the new Federal surtax on un- 
distributed earnings. Chrysler was among the few com’ 
panies to make provision for this tax in its statement for 
the first half of 1936. It is estimated that the $6.83 a share 
reported for the period would have been not far from $1 
larger had no such allowance been made. 

So far as the immediate outlook for Chrysler and the rest 
of the automobile industry is concerned it must be consid- 
ered jumbled. This is because of the impending change-over 
to 1937-models. Chrysler itself has temporarily closed down 


THE MAGAZINE OF WALL STREET 











the 
over 
unal 
witl 
othe 
quit 
repr 
D 
pect 
Tote 
unit: 
it W 
back 
a no 
dem: 
Tl 
for | 
whet 
Gove 
be tl 
perio 
ter a 
cond: 
tered 
mobi 
good! 


shoul 


Th 
some! 
indus 
assur. 
ticula 
most 
is, of 
pose 
moto! 
ent p 
wides 
be hit 
and | 
nothi: 
their 

Th 
ie | 
celvin 
a mo\ 
in a | 
put a 
the a’ 
forest 
impro 
is play 
part. 
its eff 
being 
has b 
worke 
ployee 
less th 
raised 
compa 
the di 
annou 
to its 
mobil 
their \ 
ruptio 


No, 
for A 


nner 
after 
Irys- 
tion- 
>sted 


own 


ntal 
tion, 
defi- 
nnot 
nak- 
dea 
just 
rest, 
high 
> on 
nost 
2.19 


sler 
935 
ome 
t of 
ene 
ynth 


r to 


ner 
| to 
red. 
arly 
vere 
)33. 
ury 
35, 
yere 
237 
the 
y is 
ble. 
heir 
any 
nce 
the 
on- 
will 
ore 
un 
ym 
for 
are 

$1 
rest 
sid- 
ver 
wn 


ET 








the Chrysler and De Soto assembly lines for the change- 
over, although other divisions continued to run with almost 
unabated activity. There are independents already busy 
with next year’s cars. With some plants closing down and 
others gradually beginning to hit their stride, it becomes 
quite clear that the next six weeks or so will be in no way 
representative of what the future holds for the industry. 

Despite change-overs, however, there is no reason to ex- 
pect too drastic a curtailment in assemblies this month. 
Total production in July is estimated at close to 450,000 
units and if production in August falls much below 350,000 
it will be surprising. In September, assemblies ought to be 
back to the July point. After this the industry will be upon 
a normal basis with production only limited to the public 
demand. 

That there will be any material falling off in the demand 
for automobiles is most unlikely. Whatever the reason, 
whether it be that the inflationary effects of a long series of 
Government deficits are at last being felt, or whether it 
be the natural result of business recovery following a long 
period of depression, the fact remains that business is bet- 
ter and the public does have more to spend. Under such 
conditions, with more than half the 26,000,000 cars regis- 
tered in this country of vintage 1929 or earlier, the auto- 
mobile industry undoubtedly will continue to receive a 
goodly share of the consumers’ extra dollars and Chrysler 
should at least hold its present share of the car market. 


Possibility of Labor Trouble 


The demand seems assured, but this is not to say that 
something cannot occur to interfere with the automobile 
industry's capacity to meet it. Nor is there anything in the 
assurance of a good total demand that guarantees any par- 
ticular company receiving a certain percentage. The thing 
most likely to interfere with the production of automobiles 
is, of course, labor trouble, growing out of the avowed pur- 
pose of advocates of industrial unions to organize the entire 
motor industry. Difficulties might appear in several differ- 
ent places aside from in the automobile plants proper. A 
widespread steel strike would paralyze them and they could 
be hit by stoppages among the rubber companies in Akron 
and by stoppages in certain key parts companies, to say 
nothing of what would befall should there be trouble with 
their own labor. 

This, however, is not the most likely eventuality. There 
is a lack of organization among the workers and they, re- 
ceiving fatter and fatter pay envelopes and knowing that 
a move towards the closed shop would result immediately 
in a knock-down and drag-out fight, are far from ready to 
put academic unionization rights to the test. Moreover, 
the automobile companies themselves have done much to 
forestall any possible trouble. Working conditions have 
improved steadily and in this connection air conditioning 
is playing, and promises to continue to play, an important 
part. The industry as a whole has been most successful in 
its efforts to stabilize employment. Vacations with pay are 
being tried by some manufacturers. The Chrysler Corp. 
has been conspicuous for the payment of bonuses to its 
workers. Last February, $2,300,000 was distributed to em- 
ployees, no one of those eligible for the payment receiving 
less than $30. In May, the wages of shop workers were 
raised 5 per cent, a move which is estimated to cost the 
company $6,000,000 a year. Then, almost coincident with 
the declaration of the $4 dividend in July, the company 
announced its intention of distributing another $2,000,000 
to its workers. So long as times remain good and the auto- 
mobile companies continue to share their prosperity with 
their workers, it is not easy to envisage serious labor inter- 
ruptions. 

No, the trouble, if and when, it comes, is more likely to 
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be in steel or among the smaller companies catering to the 
automobile. So far as a strike in steel is concerned, Mr. 
Lewis is not yet ready to send out the call. In the first 
place, he must get the men organized and this will take time 
even assuming ultimate success; in the second, he is cur- 
rently having his troubles with the American Federation of 
Labor; and in the third, the present Administration which 
seems in sympathy with Lewis and his cohorts is opposed 
on general principles to labor disturbances on the eve of 
election. Although a strike in steel cannot be dismissed 
with as much certainty as one among automobile workers, 
nevertheless everything points to its not being a near-term 
likelihood. 


Benefits of Decentralization 


While the accessory companies appear to be the most 
probable location of labor trouble, anything of such a nature 
happening here is not likely to interfere seriously with 
automobile assemblies. Chevrolet’s experience with inter- 
rupted production schedules a few years ago, because of 
inability to obtain gear boxes from a strike-harassed outside 
supplier, taught everyone a lesson. The present trouble 
among the rubber workers at Akron is driving the same 
lesson home. Decentralization is proceeding apace and there 
are no longer the production bottlenecks that existed a 
short while ago. 

To sum up, therefore it would seem that there is to be 
a big demand for 1937-cars and, barring labor troubles, 
there is nothing to interfere with the producers meeting 
such demand. But what of possible shifts of standing among 
the important manufacturers? So far this year General 


Motors has gained a lot of ground, Chrysler has held its 

own, while Ford has gone downhill fast. In the first six 

months of 1936, Chevrolet captured 28.5 per cent of the 

total market, compared with 22.4 per cent last year; Ford 
(Please turn to page 619) 
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Significant Foreign Events 


By GrorceE W. BERKALEW 


Foreign Representative of THE MAGAZINE OF WALL 


Spain, the Sacrifice 


Spain is incidentally only the battleground for the fight 
between Fascism and Communism. The real war is between 
Italy and England for control of the Mediterranean—and 
between France and Germany for French Northern Africa. 

Spain provides the bloody battleground. All talk of 
neutrality is merely a pretense. It is a scheme of expansion 
for Italy and Germany—a battle of defense for England 
and France. 

England is thoroughly aroused to the jeopardy in which 
the Empire stands. The whole nation is being geared for 
battle. The government, as well as industry, is being 
placed on a war basis. Raw materials are being com- 
mandeered for munitions and all industry is employed in 
the making of armaments. From her base in Portugal— 
which is practically a vassal state—and her stronghold in 
Gibraltar, she is aiding the radical Spanish government 
because success for the Rebels would mean a strategic vic- 
tory for Mussolini. 

The outcome of the struggle in Spain may result in a 
war which will change the whole map of Europe. 


ww 
Evolution in the Danube Basin 


While high power press correspondents dodge bullets in 
Spain, and Europe speculates upon the possibilities of main- 
taining a neutral attitude toward the extremist parties en- 
gaged in civil war, less spectacular yet nevertheless highly 
significant developments are taking place along the Danube. 
The truce in the affairs of Germany and Austria is begin- 
ning already to bear some fruits. Nevertheless, those far- 
sighted speculators in political evolution who see in the 
parallel maneuvers of Italy and Germany a united front 
which may signalize the eventual growth of a New Holy 
Roman Empire, a greater Mittel-Europa, are not yet vindi- 
cated. There is the personal equation to contend with, and 
both Hitler and Mussolini are fighting for the crown. Their 
alliance is not stable, although it may become less precarious 
as occasions such as the Spanish revolution bring them new 
reasons for agreement. 

Admitting that a great deal of nonsense has been written 
about the potentialities of the Austrian-German accord, it 
must not be forgotten in the swift march of events, or its 
consequences obscured behind the Spanish smoke-screen. 
Germany is a much bigger force on the Continent because 
of the Austrian peace, and already other forces are taking 
position to offset this gain in prestige and power. Czecho- 
Slovakia, especially, has shown cleverly developed plans for 
undoing with one commercial concession whatever Ger- 
many may exact in another commercial deal. Just before 
the July 11th agreement, Czecho-Slovakia had drawn up 
with Austria a trade treaty which was to come into force 
on August 1. Simultaneously with the German-Austrian 
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agreement, it became known that when the new treaty came 
into force its schedule of preferences would not be applied, 
since Germany had successfully contested those mutual con- 
cessions which Berlin claimed to be in violation of the most- 
favored-nation clause. From here to the cry of Anschluss is 
a long step, yet when German pressure caused the two 
neighboring states to put their proposed preferences aside 
in her interest, Germany moved a notch higher in the 
Danube scale of precedence. 

It is becoming increasingly clear that the succession states 
of the old Hapsburg empire cannot attempt regional pacts 
without considering German trade along the Danube banks. 
Austria has made pacts within the past few months with 
Hungary according to the classic formula of an exchange of 
grain for industrial products, and with Poland for an ex: 
change of coal for finished goods, but Austrian interests do 
not go unchallenged. Germany has renewed its hop agree: 
ment with Czecho-Slovakia, which was to expire August 31, 
and extended it for another year, agreeing to import raw 
material for the German breweries in consideration of Czech 
concessions to finished German dyes. In almost every impor’ 
tant Balkan and Danube state German goods are now arriv- 
ing in exchange for some local product which is bartered 
as readily, if not more readily, with representatives from 
Berlin as with former masters from Vienna. 


wk & & 


Czecho-Slovakia Takes Precautions 


Observing which way the wind blows, Czecho-Slovakia, 
which has cemented friendly ties with Russia in the same 
manner and at the same swift pace as France, undoes one 
Danube pact only to make another. By the time that the 
Austrian pact, now rendered innocuous in accordance with 
the German objections, had come into force on the first of 
August, Czecho-Slovakia had completed the negotiation of 
another accord, by which her bankers took a loss while her 
militarists sat easier. Strategists had not been too comfort- 
able in Prague since the Russian military agreement, with 
its apparently unfulfillable defense clauses. A few empty 
hangars were ready for whatever Russian planes might cross 
the Carpathians to aid in a hypothetical struggle for Silesia, 
yet the whole parade of Czech and Russian good will re- 
mained a dead letter in the military sense until it could be 
implemented. 

Rumania now appears ready to implement the Czechish 
Russian accord. Nothing perhaps demonstrates the present 
swift reshuffling of alliances as well as the new policies of 
these two Danube states toward Russia. Czechs almost com- 
promised the success of the Bolshevik revolution in the days 
when the Czechish Legion was a force throughout Siberia. 
Rumanians were regarding Russia as the hereditary foe only 
five years ago. Now animosities are buried. Rumania is 
going to throw a line of rails across the Carpathian ranges 
to unite trunk lines which were severed by the peace treaties 
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when Poland thrust down a wedge of Galician territory be- 
tween the Rumanian Bukovina and Czecho-Slovakian Car- 
patho-Russia. Instead of having to travel over Polish terri- 
tory, at the sufferance of Warsaw, the Russian divisions 
stationed in the district of Mogilev, in Podolia Province, 
may soon be permitted to enter Czecho-Slovakia on a rail 
route controlled and operated uniquely by the Balkan 
satellites of France. In lending Rumania 80 million crowns 
for the construction of the railway, Czecho-Slovakia is carry- 
ing out in 1936 the same policy which became notorious be- 
fore the Great War, when Paris was the Czar’s banker for 
the building of his strategic lines along the Teuton frontier. 
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European Bank Reform 
Becomes Epidemic 


The reorganization of the Banque de France, partly as a 
political sop and partly as a concession to developing finan- 
cial necessities, has inspired Belgian and Dutch inquiries into 
the inviolate prerogatives of their own banks of issue. On 
August 18, the Belgian cabinet undertook a preliminary 
overhauling in council of the Banque Nationale de Belgique. 
In Holland legislation has already been introduced to termi- 
nate the present charter of the Nederlandsche Bank on 
March 31, 1937, and to replace it with a document giving 
the institution, among other things, far wider powers to 
enforce and to impose its discount policy. 

The United States has not been foreign to the develop- 
ments behind the bank reform movement in the Nether- 
lands. During a recent five-week period, one hundred mil- 
lion florins worth of gold left Holland. Most of the ship- 
ments went to the United States, which has become the 
classical land of refuge for pilgrim florins. At the same 
time, as a direct consequence, money became very tight on 
the Dutch exchange. Private discount rates, which had 
varied during April between 1 and 1% per cent, climbed 
in May to between 11 and 3% per cent and reached in 
June rates fluctuating between 27% and 4% per cent. 
As a result, the discount rate of the National Bank was 
forced up. Behind the whole movement was the anxiety 
caused by the French election 
and the French _ strikes, 
coupled with the natural and 
ever-recurring cry that the 
French franc must fall and the 
Dutch florin follow in its 
wake. By postponing what 
so many European financial 
authorities hold to be inevit- 
able, the French Government 
enabled the holders of francs 
for delivery in one month to 
make phenomenal killings. 
At one time, when the specu- 
lation against the franc in 
Amsterdam was at its height, 
the discount against francs for 
delivery in one month corre- 
sponded to an annual rate of 
interest of 42 per cent! And 
the French franc didn’t fall; 
the Dutch florin didn’t fall; 
the holders of French francs 
made their killing and the 
authorities at the Neder- 
landsche Bank were distinct- 
‘ly annoyed at having been 
moved to raise their discount 
‘tate through the vagaries 
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of the private money market. Contrary to the bank re- 
forming policy in France, the partisans of the bank itself 
are co-operating in the bank reforms advanced in Holland. 
The object is primarily to extend the bank’s power, to per- 
mit its administration to operate actively in the market for 
bills of exchange, and to control in this way the mechanism 
for forcing the private discount rate in a directton which 
will make the official rate of discount effective. It is pro- 
posed to authorize the Nederlandsche Bank to deal in 
domestic bills and Dutch treasury paper, although to protect 
the bank from unlimited calls originating in the treasury it 
will not be permitted to purchase directly from the treasury, 
but only in the open market. 

Dutch experts who want to defend their country in its 
policy of rigid adherence to the gold standard, point to the 
tact that during the recent crisis the treasury remained a 
creditor of the Nederlandsche Bank, leaving part of its bal- 
ance untouched and failing to avail itself of the charter 
privilege of borrowing anything up to fifteen million florins 
from the bank. The governmental policy is to accumulate 
large reserves in liquid resources during quiet months. 

Dutch opinion continues to uphold the thesis that France 
may desert the gold standard if the parties decide to take the 
plunge, yet Holland can continue triumphantly on gold. 
Income taxes brought in more during the first five months 
of 1936 than during the same period in 1935, and fell so 
little below the estimates that the paper deficit can readily 
be recovered before the end of the fiscal year. Indirect 
taxes are lagging. It is to be noted, however, that import 
dues, although in some cases modified in order to set in 
motion the trade currents foreseen by the American-Nether- 
lands Trade Agreement, brought in more during the first 
five months of this year than the estimates calculated, and 
more than during the same period in 1935. 


Ww & 


Our Trade With Holland Gains 


Dutch trade with the United States, both as a result of 
the general movement for the better in world trade and 
(Please turn to page 619) 
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What is Behind the Strengt 
in Bank Stocks? 


Dividend Expectations? 


Larger Earnings? 


Recovered Assets? 


By Francis L. Epmonps 


D URING July, prices of leading New York City bank 
shares rose to the highest levels witnessed since 1932, a 
development which was not as startling as it appeared 
because bank stocks generally have not shared proportion- 
ally in the advances which have occurred in other groups. 
Naturally the gains which were registered brought active 
inquiry as to what was behind the rise and how much 
further prices might be expected to go in this laggard 
group of investments. 

Obvicusly, since every half of one per cent increase 
in the average return received by banks on their stock in 
trade, money, will add enormously to their net profits, even 
though the eventual rise in money rates may bring some 


damage to portfolios of long term bonds, the investor who 
buys New York City bank shares now should be richly 
rewarded if he has the patience to wait. 

Almost all those who make a study of bank stock invest: 
ments agree that while bottom has been passed the expecta: 
tion of much higher rates on earning assets is still some- 
thing beyond the immediate future and hence could not 
have played an important part in sustaining the recent 
rise in prices. Nor is it by any means likely that buying 
of bank stocks was in anticipation of early extra dividends 
or increased regular dividends, which banks are too con 
servative to pay until they can see a longer perspective 
of good profit margins. 

When money will tighten is anybody's guess, but 








Member Banks in the New York District 


Earnings (in thousands) 























1835 1934 1931 
Interest and discount on loans $131,151 $149,944 $309,528 
{ Interest and divs. on invests 142,491 159,932 158,491 
| Interest on bals. other banks. . . 423 968 3,257 
| Col. chgs., comns., fees, etc 6,421 7,285 20,448 
| Foreign department...... .. 8,197 12,688 19,868 
| Trust department. . 36,352 33,956 29,917 
Service charges 8,109 6,212 pecs ate 
| Other current earnings 22,348 24,210 31,638 
j Beh Ric 
| $355,492 $395,195 $573,147 
Expenses 
| Interest paid.......... $39,879 $49,651 $148,165 
Salaries and wages...... : 110,116 111,001 127,236 
| Interest on borrowed money... . 226 1,096 4,448 
| eee 16,979 17,441 19,984 
| Other expenses.......... 75,414 73,469 76,969 
| NET EARNINGS... $112,878 $142,537 $196,345 
| Recoveries on loans......... 29,361 15,530 12,238 
Recoveries on investments... . 196,212 77,206 35,698 
| All other recoveries........... 11,682 5,342 6,344 
Total recoveries ........ 147,255 98,078 54,280 
Losses and depreciation on loans 102,197 182,605 127,794 
| Losses and depr. on invests.... 75,028 149,185 108,573 
| Depr.-on banking house, etc... . 11,212 14,259 11,549 
ree 18,216 19,170 7,005 
| — 
Total losses and depr... . 206,653 365,219 254,921 
| NET PROFIT OR LOSS (—). 53,480 —124,604 —4,296 
DIVIDENDS PAID*........ 86,543 88,753 150,982 





“Including preferred dividends and interest on capital notes. 





— 1 most authorities agree that the lows of interest rates 
have been seen and the current tendency is likely 
|] to be upward albeit slowly. As to whether banks 
| will be long of distant maturity bonds when money 

does firm up, thereby risking portfolio losses, it may 
be said that New York banks now do not have 
|} more than 25 per cent of their portfolio, including 
government securities, in investments of more than 
five years maturity, and they are not likely to buy 
such long terms at present prices. The prospects for 
firmer money hinge very largely upon the uses which 
are made of present excess reserves, reduced by $625, 
000,000 to a total of $500,000,000 for all the New 
York City banks as of August 15, under the Reserve 
Board’s order raising reserve requirements. That in 
turn depends upon the rate of growth of public and 
private deposits and whether gold comes into this 
country or goes out. That the Reserve Board will 
raise requirements again is hardly likely until the 
speculative ball rolls downhill rapidly. When and if 
it does, of course, money rates should tighten at once, 
assuming there is no further rise in idle bank cash. 

The July rise in bank stocks reflected: 

1. More confidence in power to earn and pay 
present dividends. 

2. Overflow of investment buying from the high 
|| grade bond and preferred stock market. 

3. Realization of extent of recoveries which have 
been made to date on assets previously charged 
down or off. 

Of the three reasons the last named was and still 
is the most immediately potent.. The June 30 condi 
tion reports of New York banks gave clear evidence 
that the era of heavy chargeoffs was giving way to 
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period in which recoveries were as important as the write- 
offs were previously. Publication of the June figures coin- 
cided with a study of member bank earnings for the whole 
country prepared by the Federal Reserve Board which gave 
great comfort to bank stockholders, for it disclosed that 
member banks as a whole were earning net profits for 
the first time since 1931. These profits were despite main- 
tenance of huge amounts of idle funds and reflected smaller 
chargeoffs, larger recoveries and, particularly appreciation 
in securities sold. Naturally the figures did not show 
appreciation on securities owned by banks, or taken over 
from customers, which had not been sold. “Member banks 


in the Minneapolis and New York districts,” said the 
Board’s study, “which reported relatively the largest net 
losses in 1934, showed the greatest improvement in 1935.” 

By taking the figures for 1935 for the New York District, 
heavily weighted with the earnings and expenses of the 
New York City Banks, and comparing them not only with 
1934 but also with 1931, a good idea is presented as to 
the changes which have occurred in the sources of bank 
earnings but also where those dollars went. The compari- 
son is shown in the accompanying table. 

Particularly interesting in the figures is the fall in loan 
income, the relative stability of investment income and 
trust department profits, increased income from 








service charges which offsets a small portion of 
the decrease in other income and, on the expense 
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side, the big curtailment in interest paid, due to 
the elimination of interest on demand deposits 
and reduced rates on time deposits. The large 
net recoveries on investments and the big net losses 
on loans, much of which will be recovered in the 
future, also are significant. 

For technical and chart reasons which will be 
summarized at greater length at the end of this 
article, there has been investment buying which 
usually is found in high grade bond and preferred 
stock markets but which has been switched in 
some degree to bank shares because they have 
risen so little in proportion to the enhanced out- 
look for stability of dividend returns. Some of 
this buying undoubtedly has been taking place 
in recognition of the approaching removal of 
double liability July 1, 1937, for such liability 
in the past has always reduced popularity of bank 
shares when in places where they are legal for 
savings banks and trust funds. Furthermore, con- 
fidence in the power to earn and to pay present 
dividends received an enormous impetus when the 
Chase National, National City and other banks 
in interior cities gave notice of intention to retire 
their preferred stock out of recoveries or through 
the proceeds of new financing. Generally the bank 
stock market is not high enough yet to make 
practical raising of large issues of new capital by 
the issue of equity shares and the utilization of 
recoveries to retire senior shares is extremely bullish 
on junior stocks. The extent of the recoveries 
which have been made within the last six months 
and a year were not generally realized until the 
Chase National made its dramatic announcement. 

The practice of many New York banks is not 
to take into surplus and profits recoveries until 
they have actually been realized by payment or, 
in the case of securities, by sale, and even then 
it is often customary to make fresh chargeoffs 
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ie) directly against the recoveries. Some banks appar- 


ently go so far as to create hidden reserves out 
of recoveries by the process of applying them to 
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mark down securities or other property below 
market. One old established bank now has capital 
funds well in excess of its 1929 peak but has not 
yet bothered to display restoration of its written 
off capital on its statement. Another has charged 
off virtually all its real property, still worth millions 
of dollars. “Charging off” has become a fine art. 

It is now argued that, with double liability 
scheduled to end next year, bank shares should be 
viewed from the same angle that one views indus- 
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trial, railroad or utility issues: of high grade char- 
acter. If one takes such a viewpoint a comparison 
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Mid-Year Dividend Forecast 


Part III—Oils, Aviation, Building, 


Merchandising and Miscellaneous 


Pa first half of the year has been remarkable for the 
persistence of the upward trend in business activity and in 
corporate profits. Early August shows no evidence of a 
third quarter recession of more than mild seasonal propor- 
tions and there is a basis for hope that probable recession 
in September will be neither of serious scope nor of 
more than brief duration, depending largely on the tapering 
off of present active steel production and the length of time 
the motor industry will spend in 


certainly exert a moderating influence on_ legislation. 

On the whole, therefore, in respect to company earn- 
ings and dividends, this second half-year should be the 
best such period since the recovery cycle began in 1933. 
The trend of dividend distributions is strongly upward, 
reflecting enlarged profits and a greater willingness to 
pass along the benefits to shareholders. In this the new 
Federal undistributed earnings tax will certainly exert 

some influence. 





It is to serve the individual 





changing over to the 1937 mod- 
els now in process. 

The course of the stock mar- 
ket recently can only reflect op- 
timism both as to the longer 
prospect for business volume, 
profits and dividends and as to 
the outlook for the second half 
of the year. The drought, al- 
ready relieved in many areas by 
rain, is not expected to be a ma- 


ings. 


with 


jor business factor. Political INDUSTRY 
fears have waned considerably 4—Active; further progress 
; indicated. 


B—Active; further progress 
may be slow. 
C—Depressed; prospects for 
recovery favorable. 

D—Depressed; no nearby 
improvement indi- 
cated. 


on the evidence supplied by 
straw votes that the election is 
likely to be close, in which event 
there should be a more even 
balance of power in the next 
Congress. This would almost = ——— 


Two fundamental factors, the industry and 
the company itself, are used to form our rat- 
The letters, A, B, C, D, are used in 
connection with the industry according to the 
current and prospective activity in the field. 
These letters are not concerned in any way 
individual companies. 
1, 2, 3, 4, are used for rating the company on 
its earning power, current and prospective. 


and specific need of the inves- 
tor that this Semi-Annual Div- 
idend Forecast of THE Maca- 
ZINE OF WALL STREET is pre- 
pared. Part I, covering the lead- 
ing companies in steel, metals, 
equipments, railroads, liquors 
and amusements, appeared in the 
issue of August 1. Part II, on 
Motors and Accessories, Tires, 
Foods, Chemicals, Tobaccos, and 
Public Utilities was part of the 


The numbers 


COMPANY 


1—Good earning power; 
substantial gains in- 


dicated. August 15 issue. 
2—Impr 
gee, saint The tables and comment com- 


3—Gain in earning power 
may be slow. 

4—Earnings outlook un- 
favorable. 


prising this feature are accom- 
panied by our investment rat- 
ings, which are explained in the 
accompanying table. 





HIGH EARNINGS FOR OIL COMPANIES 


A forecast of the prospects for the oil industry at any 
time must admit of a greater-than-normal degree of uncer- 
tainty. Occasions in the past have been all too frequent 
when the industry has seemingly been on the verge of attain- 
ing a profitable status more in keeping with its economic 
importance, only to have the prospect suddenly clouded by 
overproduction, price wars and their like. It is this phase of 
the industry’s character which doubtless is responsible for 
the fact that currently oil shares have been lacking in the 
market vitality shown by other groups which at the moment, 
at least, do not have the indicated earning power of repre- 
sentative petroleum issues. 

Unless the price structure is greatly upset during the 
next four months, the indications are that the majority of 
leading oil companies will currently make the best showing 
in a number of years. The consumption of gasoline and 
lubricating oil has held at a record-breaking level, and about 
10 per cent ahead of last year. Production of crude oil, 
on the other hand, has been geared fairly closely to demand, 
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resulting in stable prices for both crude and refined prod: 
ucts. Stocks of gasoline, while admittedly high, have been 
somewhat reduced. From a peak of almost 74,000,000 bar- 
rels last April, gasoline stocks have been reduced to less 
than 62,000,000 barrels early in August. The latter supply 
is estimated to be equivalent to about 40 days’ consumption 
needs and about 4,000,000 barrels above normal. 

While ordinarily present stocks of gasoline might not be 
regarded as a serious threat to the price structure, later 
developments in this phase of the industry should be 
watched. The season of peak consumption of gasoline is 
drawing to a close, while from this point on demand for 
fuel oil will increase sharply. The inference being that a 
substantial enlargement in the consumption of fuel oil, 
necessitating increased production, would automatically in- 
crease gasoline supplies at a time when demand was 
at a low ebb and to the possible detriment of gasoline 
prices. 

Price wars among gasoline retailers have not been as 
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prevalent this year and prices have been steadier at slightly 


» higher levels. Doubtless a comparatively new development 
| in the industry is at least partly responsible for this condi- 


» tion 


Compelled by discriminating chain store taxes in some 
states, to relinquish retail outlets, large oil companies have 
been gradually disposing of service stations to independent 
owners. This movement has extended to other states where 
the need to avoid chain store taxes was not necessary. Ap- 
parently it is felt that frequent pressure on retail gasoline 
prices will be relieved, with the large producers and refiners 
interested mainly in maintaining wholesale prices and the 
retail dealer interested in operating his business at a profit 
and not on a gallonage basis. Heretofore, it has been the 
policy of large companies to underwrite the dealer’s profit 
per gallon of gasoline regardless of the price to the con- 
sumer. Now apparently the large units are becoming more 
interested in profit margins than volume and one of the 
underlying causes of frequent and costly price wars may be 


gradually removed, with distinctly advantageous results. 

The crude division of the industry appears in the most 
favorable light at this time. Prices have remained stable and 
stocks of crude on hand are considerably smaller than they 
were a year ago. Meanwhile, with the Rodessa field adher- 
ing to pro-ration schedules and in the absence of any impor- 
tant new discoveries, the outlook for leading producers con- 
tinues promising. 

Throughout the industry there has been notable progress 
in reducing funded indebtedness and fixed charges; finances 
have been materially strengthened; many companies have 
eliminated accumulated preferred dividends; and the resump- 
tion of dividends or increased payments have been the rule 
this year. Yet dividends, on the whole, are conservative in 
relation to indicated earnings. If the present outlook is not 
drastically altered during the remaining months of the year, 
investment confidence in the oil industry would appear 
wholly justified, with many of the leading companies taking 
favorable dividend action before the year-end. 

















































































































































































































| 2 — TE -_ = = 
| — . 
| Position of Leading Petroleum Stocks 
| 
| Earned per Share Price Range 
| ist 6 mos. 1st 6 mos. ——1936——. Recent Divi- Yield Market COMMENTS 
Company 1935 1935 1936 High Low Price dend % Rating 
Amerada........... . 2.28 1.04 1.18 12514 75 99 2.00 ree | A-2 Dividends well supported by earnings. Company 
aes _ Sn ue! oe va owns extensive oil reserves. 
Atlantic Refining . 1.49 0.10 1.12 351, 265% 28 1.00 5.7 A-2 Substantial gain in earnings reflect large sales and 
See economies. Dividends secure. 
Barnsdall Oil............ 0.60(a) Nil 0.54 20 141, 16 0.80 5.0 A-2 Strengthening its position as a producing unit exclu 
es _ 7 es sively. No change in dividends. 
| Consolidated Oil....... . 0.74 NF 0.49 1514 11% 12 0.60 5.0 A-2 Substantial reduction in fixed charges and preferred 
ee dividends enhance common dividend prospects. 
Continental Oil.......... 1.57 0.67 0.93 38, 281% 31 1.00 3.2 A-2 Heavy drilling cost expenses charged against first- 
Sine half earnings. Could pay an extra. 
Creole Petroleum........ 0.79 NF NF 34%4 19% 21 0.25; 1.2 A-3 Earnings conservatively reported. Strong sponsor- 
eae ship. Further dividend likely. | 
8 irre NF NF 98 72 88 1.00 b Oy | A-1 Policies notoriously conservative. Earnings up but | 
er. ae no change in dividends likely. 
Houston OF ............. 0.28 0.13 Nil 1214 63% 9 None A-3 Earnings off in first half and prior obligations preclude 
ea dapeen ts common dividends in near future. 
fl) A ADEN cocci eee we: 2.66 NF NF 76\4 57 67 a6" 1:3 A-1 Controlled by S. O. of N. J. Company owns important 
ey reserves. No increase in dividend for the present. 
| International Petroleum... 1.49(b) NF NF 3954 327% 34 2.00* 5.8 A-3 Current production moderately higher. Extras prob- 
| 7 : able from time to time. 
Mid-Continent Petroleum. 1.31 0.27 1.30 23%4 174 22 0.40; 1.8 A-2 All departments contributing to marked gain In net. 
| a Yee Further dividends likely. 
| RUM ODI A siciceck an aa S400 0.33 0.10 0.43 174 1234 13 0.25 2.0 A-3 —_ Higher prices and increased sales reflected in earnings. 
| ~ is No change in dividend rate. 
| Phillips Petroleum....... 3.23 1.21 1.77 493. 38'< 42 1.50* 3.6 A-1 Earnings may reach new high. Offering new stock 
nee to retire bank loans. 
| Plymouth Oil........... 0.70 0.32 0.78 1614 11% 15 0.50; 3.3 A-2 Profits up sharply due to larger output and better 
(oa ans ~ prices. Further dividends probable. 
i SC ae lease SO NF 0.70(e) 247% 16 18 None A-2 Debt being retired and elimination of preferred arrears 
ae presages r tion of dividend 
Seaboard Oil........ yee 0.68 0.98 4354 30%, 33 1.00 3.0 A-2 Owns important oil reserves. Marked gain in earn- 
_ pao Mae cco ings suggests higher dividend. 
| Gmell Weim... ........5 0.37 Nil 0.63 19% 14%, 19 None A-2 Substantially lower capital charges and improved earn- 
| Sp aeteniiaiacs 5 led ie. See ee eee ee ings enhance prospects for r tion of preferred divs. 
| ee 2.16 0.72 1.98 3114 19'4 aT None A-2 May shortly present plan for elimination of preferred 
i ese a See accumulations. Prospects favorable. 
| Socony-Vacuum......... 0.71 0.24(e) 0.53(e) 17 12!, 14 0.50 3.6 A-2 Recent increase in dividend probably extent of near 
| et I sts __ term payments. 
South Penn Oil... . 2.03 NF NF 40!5 32', 39 1.50 3.8 A-3 Stable earnings give adequate support to present 
dividends. 
Standard Oil California... 1.42 0.81 0.69 475, 35 37 1.10* 3.0 A-3 Further extra dividends would require more profitable 
| ae operations in second half. 
| Standard Oil (Indiana)... 1.98 0.87 1.46 40!« 323, 38 £40" &.7 A-2 Important additions made to producing reserves. 
a petey va sae Fee A Current earnings should warrant further extras. 
Standard Oil (Kentucky).. 6.84 NF NF 23 3< 171% 19 1.40 x fa | A-2 Company estimates 88 cents a share earned in first 
ae half vs. 46 cents a year ago. 
| Standard Oil (New Jersey) 2.43 NF NF 70 61! 64 1.25* 2.0 A-1 Earnings probably running ahead of last year. May 
ee pay another extra at year-end. 
| Standard Oilof Ohio..... 2.77 NF NF 3614 2154 32 0.25+ A-2 Refining and marketing organization. Recent resump- 
i pees tion of dividends suggests good current earnings. 
| , ae 3.45 ES 52 1.57 91 __ 72 82 1.00(s) 1.2 A-1 Earnings would support a larger cash dividend. 
| “SEROB WCEP. oc. cc ceccscs, LBS NF 1.71(e) 40 287% 39 i:ao* 3:3 A-1 Earnings running ahead of last year. Prospects 
< © les oe SH eee favorable. Further extras may be paid. 
Tide Water Associated.... 0.73 0.26 0.60 19}< 14%, 17 0.60 3.5 A-2 Production and sales higher. Dividends may be 
| a es ee raised later in year. 
| Union Oil of California... 1.15 0.67 0.45 28'% 207, 22 1.00 4.5 A-3 Some decline in sales and low gasoline prices account 
| for lower earnings. Prospects better. Divs. reasonably 
| safe. 
| (a)—7 mos. to Dec. 31. (b)—Year ended June 30. (e)—Estimated. (s)—Plus stock. NF—Not available. t{ Paid this year; no regular rate. 
| * Including extras. 
| 
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Position of Leading Aircraft and Aviation Stocks 
Earned per Share Price Range 
1st 6 mos. ist 6 mos. ———1936———. Recent Divi- Yield Market COMMENTS 
Company 1935 1935 1936 High Low ice dend % Rating 

Aviation Corp. (Del.) . Nil NF NF 134 454 514 None A-3 Unfilied orders larger. Prospects improved but divi- 
dends still remote. e 
| Boeing Airplane.... Nil Nil 0.18 3144 16% 28 None A-2 = Sales this year exceed all of 1935 in first half. Has 

important military orders. 

Consolidated Aircraft...... 0.58 0.48 0.33 2354 14%, 18 None A-2 = Preferred stock offering to provide working capital. 
Orders large but dividends not imminent. 
Curtiss-Wright............ Nil Nil Nil 914 4 614 None A-2 Has booked large orders and current earnings show a 
| ; good gain. Dividends remote. 

Douglas Aircraft......... 2.7U(b) 2.00(a) 0.42(a) 793% 5054 71 None A-2 Large orders should find fuller reflection in later re- 

sults. Need of working capital may delay dividends. 

Irving Air Chute........... 1.69 0.81 NF 2614 15 21 1.00 4.9 A-2 Recent increase in dividends supported by earnings. 
Prospects favorable. 

| National Aviation........ v.13 NF NF 155¢ 94 12 None NR ___sLiquidating value $15.27 as of June 30, '36. Near | 

| a term dividends unlikely. | 

North American Aviation... Nil Nil 0.03 10%4 6% 8 None A-3 Important transport and manufacturing unit. Longer | 

| term prospects interesting. 

| Pan American Airways..... 1.85 NF NF 66%4 4534 55 1.00 1.38 A-2 Current results reported on a par with last year. 

Finances strong. 

ee 0.85 0.41 0.85 24% 15% 20 1.00t 5.0 A-2 Orders substantially higher. Outlook promising and 

| ~ further dividends likely. ; 

United Aircraft............ 0.21 0.12 0.24 3234 20% 24 None A-2 Important manufacturing unit. Further earnings 

| gains would warrant modest dividend. 

| United Airlines Transport.. Nil NF NF 21 13 18 None A-3 Passenger and mail transport unit. Current revenues 

i“ S substantially up but dividends not likely for the present 

Pm — months to’ May 31. (b) Year ended November 30. +; Paid this year; no regular rate. NF—Not Available. NR—No Rating 

| ssigned. 
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BUILDING ACTIVITY WILL BENEFIT 
MANY COMPANIES 


Notwithstanding the fact that the high hopes held out 
for the building industry early this year will not be fully 
realized, the upward trend in all types of construction has 
not faltered and this major industry still has ample oppor- 
tunity and ability to make a most important contribution 
to the recovery movement. The showing of the industry 
this year, based on results for the first seven months, has 
not by any means been disappointing, it is only that it has 
fallen short of confirming the extravagant forecasts which 
were made at the beginning of the year. For example, it 
was freely predicted that residential construction would 
record a gain of at least 100 per cent over last year, while 
at this time the probabilities are that actual gains will be 
between 50 and 60 per cent for the full year. For 1936, 
all classes of construction promise to attain a volume double 
that of the depression low of 1933. 


Large Shortage of Livable Dwellings 


That there has been a steadily accumulating shortage in 
livable dwellings there can be no doubt. Just how large 
this shortage is, it is dificult to say and estimates have run 
from a conservative figure of 2,000,000 units to one recently 
made by the American Federation of Labor to the effect 
that it would require the erection of 1,320,000 homes annu- 
ally for the next decade to meet the requirements. It is 
safe to conclude, however, that a shortage does exist and 
even if the most conservative estimates are accepted it is 
unquestionably a potentiality of considerable importance. 

There are several very obvious reasons why the shortage 
in homes has not been more speedily corrected. A want is 
one thing and the ability to satisfy it another. Undoubt- 
edly the greatest need for new homes is by families which 
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are least able financially to purchase the average type of 
house on the market today. Several plans for an extensive 
low cost housing program have been projected in which 
Government financing would figure prominently. None of 
these has been adopted and their workability has been 
questioned on many sides. Some feasible program may yet 
be devised but it is difficult to see how any such plan can 
avoid limiting its scope to persons of financial responsibility 
unless the Government indulges in outright subsidy of home 
buying by low-income or impoverished families. At that 
the Government has poured money into projects which 
have had much less to recommend them. 


Foreclosure Properties Still Large 


Another condition which has retarded new building is 
the large number of older dwellings which have come on 
the market largely through foreclosure. Such properties 
in the hands of life insurance companies, savings banks and 
other mortgage holders are slow to move into the hands of 
new owners and until their number has been substantially 
reduced they will compete with new building—if only on 
a price basis. 

The building outlook, however, is not without its stimu: 
lating factors. The FHA mortgage is proving very popu 
lar with banks, builders and buyers alike. It has simplified 
the former complexities of financing a home and reduced 
financing charges. The buyer is enabled to know exactly 
how much his home is going to cost him on a monthly basis, 
exclusive of repairs and upkeep. As the program of public 
enlightenment on this phase of home owning expands, with 
the wider support of banks and other lending agencies, it 
is certain that FH A will further encourage new building. 
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Rising rents are another stimulus to home owning. Over 





to national economic gains cannot be over-emphasized. 
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the past year rentals have been steadily rising and in many Actually, many individual companies identified with the 
sections of the country unoccupied rental properties are _ building industry have scored a greater measure of recovery 
virtually non-existent. Not only is this true of one family than might otherwise be indicated by the volume of new 
| dwellings, but multiple dwellings and apartment houses, building. Manufacturers of paint, heating and plumbing 
Fas well. In addition to having a favorable effect upon real © equipment, hardware, electrical fixtures and roofing mate- 
fivi- © estate values, stiffening rentals seem certain to hasten home rials have all benefited substantially by the nation-wide 
= ownership on the part of many tenants. Also impetus is upturn in modernization and repairs to existing dwellings 
i given to the erection of new apartment houses in urban cen- and factories. The assistance of FH A has been an impor- 
tal. 1 ters. New apartment building, because it creates a demand tant factor in financing long deferred repairs, while public 
7 ) for all classes of building materials in large quantities, would confidence in the extent of recovery coupled with a little 
a be a salutary development. more ready cash in the pocketbooks of home owners have 
re- aga : ; ; , 
tg The building prospect, of course, is not governed solely all combined to bring about a greatly increased demand 
98. by residential construction but factory and plant construc- for many types of building materials. Unfavorable price 
tion as well as heavy and public building are also impor- conditions have cut into profit margins of some divisions 
a tant divisions. Although Government-sponsored projects but for the most part these have been corrected and results 
oil still bulk large in the heavy building volume, it is note- in the last half of the year should reflect more fully the 
ar. worthy that since February of this year private building larger volume of business being booked. 
~, projects of all types have exceeded the total of public proj- Numerous candidates for larger dividends will be found 
a ects by constantly increasing amounts. Industrial construc- among the shares of companies identified with the building 
198 tion has been particularly active in the iron and steel, industry, while the longer term potentialities for the indus- 
~~ petroleum, food products, chemical and paper and pulp try as a whole offer sufficient promise to make them a 
mt industries. The contributions made by this type of building favored investment group. 
ng 
_j} 
| e,e . . . | 
| Position of Leading Building Stocks | 
Earned per Share Price Range ; 
1st 6 mos. 1st 6 mos. ——-1936——~ Recent Divi- Yield Market COMMENTS 
| Company 1935 1935 1936 High Low Price dend % Rating 
Alpha Portland Cement... Nil(a) NF 0.40(a) 2814 = 1934 25 1.00 4.0  A-3 Prospects improving but failure to fully earn dividend 
reer eee ere ee Si = precludes any increase. 
| Amer. Rad. & Stan. San.. 0.24 NF 0.40(a) 273, 1834. 22 #O.60 2.7  A-2 May earn $1 a share this year and recent dividend 
| mon - arin - fog. pe rae resumption wholly warranted. 
American Seating...... 1.63 Nil 0.12 2814 18 24 None ix -2 Current earnings higher and dividends may be re- 
¥: Bh trae lta me ee sum ed in near future. 
Celoter Corp... ........:.. NF Nil 0.59(b) 3114 19 29 None ee A- Readjustment plan offered bond holders. Longer 
= i ee ee i ar term outlook favorable for common stock. 
| Certain-teed Products... Nil NF NF 19% 84% 9 None ; A-3 Proposed recapitalization will practically halve equity 
Pa Se ee eS ie ee a ee ____0f common. Dividends remote. 
pe of RIONO TO op eeccccecctss EES NF NF 367% 24 35 None : A-2 Recent earnings gain and successful refunding opera- 
-nsive tion may be forerunner to plan for eliminating pfd. 
sari ; ee ee TT a ee ee ee ee eee accumulations. 
which | Devoe & Raynolds “A”... 2.88(c) 0.97(d) 1.35(d) 5814 42 §1 2.00 3.9 A-1 Company benefiting from extensive building repairs. 
ne of _ | SE ee Sees 2 _ ae Dividends covered by good margin. 
) a eee 0.93(f) O.70(f) 45 3255 34 1.00 3.0 A-3 Sales higher but earnings reflect lower prices. Pros- 
been | ee La OL eae as a : pects improved. May pay a small extra. 
y yet | | ne Nil(g) NF Nil(g) 1814 114% 13 None C-3 Losses being cut but dividend prospects are not 
rt er 7 aes enlivening. 
1 can | General Bronze... 0.35 NF NF 11%4 7% 8 None A-3 Earnings improve but greater volume of commercia 
bility | SE ee ee ee eee building needed to restore dividends. 
Grand Rapids Varnish. . . 0.96 0.52 0.59 16 10 13 0.6715* 5.1 A-2 = Sales up nearly 25% in first half. May pay further 
home |e Se AO eee i eee ts extras. 
that | Holland Furnace........ 0.77(a) NF 1.97(a) 44% 30}< 38 None A-2 Management has intimated that dividends may be 
ich _ _ a. resumed later this year. 
VIC International Cement...... 1.64 0.72 1.79 56% 3514 53 2.00 3.8  A-2 Sharp upturn in current profits may warrant an extra 
| RRM RTO 6 Ms ay oe ute ede dividend at y ear-end. 
|  Johns-Manville........ 2.20 0.71 1.62 129 88 114 2.00 1.7 A-1 Company well able to maintain dividends nearly as 
| == Se eee ae eee eee ___ large as earnings. Some increase likely. 
Lehigh Portland Cement.. 0.39(a) NF 1.88(a) 27, 154 27. ~+0.257 A-2 Further moderate improvement likely, accompanied 
ee eee si additional dividends. 
, | Minn-Honeywell Reg..... 2.70 0.35 1.00 $3 65 86 iv” ©6=—6. 33 A-1 Earnings have shown persistent gains and liberal 
ng is | ee “dividend policy wholly justified. 
e on National Gypsum “A”’.... NC 0.83 1.29 57 45% 53 None A-2 a increased. May pay a dividend before 
‘ 2 eee ee ae = year- lo 
>rties Otis Elevator............ 0.36 Nil 0.37 3234 2414 28 0.60 eT A-3 Earnings gain likely to be slow. No early increase 
and oe eee eee eee ei i a = in dividends. 
. Paraffine Cos............ 3.10(a) NF 4.56(a) 97'¢ 67 78 2.25* 2.8 A-1 Sustained earnings gains would permit increase in 
a RR a ls Sa i Rt sala dividend rate. 
tially Penn-Dixie Cement..... Nila) .... Nila) 101% 4'5 6 None A-3 Losses lower this year and prospects better but divi- 
SS ee ee ee eee : Bec dends not imminent. 
y on Pittsburgh Plate Glass.... 5.32 NF NF 140 9814 134 3.50+ 2.6 A-1 Earnings probably higher this year and may pay 
eee ae ie es further extras. 
; f Pratt & Lambert 1.73 NF NF 37 30 32 1.00 3.1 A-2 Lack of recent earnings reports precludes forecast of 
imu yee eae > pity: aatealon. dividend prospects. 
opu’ Ruberoid...... . 3.81 1.99 1.68 11754 74°54 85 1.00 £4 A-2 Earnings temporarily lower because of unfavorable 
lified ———— : —s price structure. 
1 Sherwin-Williams .. 6.19(h) NF NF 145! 117 132 4.00 3.0 A-1 May show above $8 a share in current year. Higher 
uced eee dividend probable. 
actly U.S, Gopsti. ..... 5s. 2.47 1.14 1.65 110'4 804 100 2.00 2.0 A-1 Sales up and greater diversification aids earnings. 
) % 2 May pay sizable extra at year-end. 
YaSIS, F Yale & Towne........... 1.01 0.13 0.84 45 3334 40 0.60 1.5 A-2 Better earnings reflect increased demand for building 
ublic 4 = hardware. No change in dividends near. 
with (a)—12 mos. to June 30. (b)—6 mos. ended April 30. (c)—Year ended Nov. 30. (d)—6 mos. ended May 31. (f)—1st 28 weeks. (g)—12 mos. 
ended May 31. (h)—Year ended Aug. 31. NF—Not available. {Paid this year; no regularrate. ‘Including extras. NC—Not comparable. 
9, 1 
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RISING RETAIL TRADE BOOSTS 


MERCHANDISING PROFITS 


From all indications this will be the best year in retail 
trade since the recovery movement began. Sales have gained 
steadily with comparative increases being particularly pro- 
nounced since Easter, and store managers are confidently 
anticipating the largest Christmas business since 1929. There 
are, of course, such adverse factors as the drought and the 
possibility of labor difficulties but the probable effects in 
both cases may be more than offset by the substantial gains 
recorded in other sections of the country which heretofore 
have lagged behind. That the soldiers’ bonus has made itself 
felt in retail trade there can be no doubt, but with busi- 
ness generally on a higher scale resulting in larger payrolls 


and increased employment, improved retail demand is un [ 


likely to be wholly of a transient character. 


The best gains this year have been scored by the variety | 


chains and by shoe and wearing apparel retailers. Sales of 
the leading mail order houses are ahead of last year but 
gains have been at a slightly lower rate by comparison with 
1935. Whatever adverse effects the drought may be ex. 
pected to have on the later results of the mail order com 
panies, there are present such mitigating factors as higher 
farm prices and prompt and substantial Government relief 
measures. Department stores have recorded sales increases 
of from 12 to 15 per cent, accompanied by a wider profit 








Position of Leading Merchandising Stocks | 

































































































































































Earned per Share Price Range | 
ist 6 mos. ist 6 mos. ———1936———.. Recent Divi- Yield Market COMMENTS 
Company 1935 1935 1936 High Low Price dend % Rating 
Allied Stores. . 0.03(a) NF 0.30(a) 13°34 634 13 None A-2 Earned 16 cents on common in first half of fiscal year. 
May resume dividends early in '37. 
American Stores... 2.08 NF NF 36 26 a oa | B-3 Lower sales volume reflects mainly fewer stores. | 
¥ : % Dividends reasonably secure. _. a 
Arnold Constable. . . 0.54(a) NF 0.66(a) 15 714 13. 0.50 3.8  A-2 Current volume ahead of last year. No early dividend | 
= ‘e change likely, however. | 
Associated Dry Goods..... Nil(a) NF 0.05(a) 19'4 1254 18 None A-2 May resume payments and discharge accumulations 
___on second preferred shares. 
i > 5 aes 3.14(a) NF  3.73(a) 574% 48 56 2.50* 4.4  A-1 Finances and favorable outlook would warrant further 
extras. 
| Fed. Department Stores..... 1.26(a) NF  1.60(a) 3734 2014 36 1.40 3.9 A-2 New financing will reduce subsidiary preferred divi- 
; dends. May pav another extra. 
| First National Stores... . 3.89(b) NF 3.635(b) 48%; 40 48 2.50 5.2 B-2 Earnings showing a good gain this year. Dividends | 
ee ae ‘ : amply protected. | 
Gimbel Bros........... Nil(a) Nil(a) 1734 634 17 None A-2 = Sales and earnings higher but accumulations on pre- | 
: ms ferred obscures common dividend outlook. P 
Grand Union........... 1.16(c) 0.32(c) 0.74(c) 63% 3% 314 None B-3 Earnings at a better level but no likelinood of common 
| . dividends. 
SS We Miesccécusccses. SD OF 2.79(a) 4316 2816 42 1.40 3.3 A-2 Late sales up sharply. Could pay a higher or extra 
| dividend. 
Great Atlantic & Pacific. . 7.13(d) NF 7.08(d)130'5 11014 118 6.50* 5.5 B-3 Tax problems threaten. Paying close to maximum 
dividends. 
| Interstate Dept. Stores.... 1.47(a) NF 1.24(a) 247% 10*4 23 None A-2 Earnings revorted up. Could resume moderate divi~ | 
| eae dends on common. | 
| Fome Der ..... 2... 5.49 2.16 3.13 8614 58!5 86 4.50* 52 B-1 Company’s record outstanding. Well able to con- | 
| __ _ ; tinue liberal dividend policy. ‘ 
Kaufmann Dept. Store. 1.75 NF NF 2416 17 24 1.00 4.1 A-2 oon, reported to be running at rate of better than 
| 2.50 a share. 
| Kresge, S.S..... 1.82 NF NF 283, 2014 28 1.30* 4.5 A-2 Current sales higher and prospects for further extras | 
| Yer are good. | 
Kress, S. H........ 4.63 NF NF 17'5 66 72 2.50 3.4 A-2 = Shares to be split 2-for-1. Liberal dividend policy 
ah ee ce likely to continue. 
| Kroger Grocery & Baking 2.25 1.08 NF 28 1934 21 1.60 7.4 B-3 Strong cash position and moderate im»rovement auger 
| well for present dividend despite adverse earnings 
} ea ee i ae trend. 
| 3 > ae 1.95(a) NF 1.83(a) 497% 40'<¢ 48 2.00 4.2 A-2 _ Late sales gains reported. Dividends likely to be con- 
| pnd tn : tinued at present rate. 
Marshall Field.... Nil Nil Nil 1915 11% 15 None A-3 Showing moderate profits. May effect plan for elimi- 
| a See a nation of preferred arrears. 
May Department Stores 2.68(a) NF 2.81(a) 57 4314 56 2.00 3.6 A-1 Current sales in upward trend. Could pay an extra 
dividend. 
Melville Shoe... . 5.02 2.42 3.60 81 5514 80 4.00 5.0  A-1 Current sales substantially higher. Another increase 
a ie as : in dividend possible. Z 
| Montgomery Ward.. 1.72(a) NF 2.65(a) 48 3534 45 0.80 2.% A-1 New monthly sales records shown. Drought factor 
_ ____not serious. Higher dividend likely. 
Murphy, G.C....... 4.46 NF NF 7916 44 66 1.60 2.4 A-1 Earnings fully justify recent increase in dividend. 
| on May earn over $6 a share this year. 
| National Tea.. 0.37 0.31 Nil 11% 1% 8 0.60 7.5 B-4 Current profits only 10°% of last year. Dividend 
ie prospects uncertain. - 
Penney, J.C.. 6.08 2.17 2.72 9134 69 89 3.00 3.3 A-1 Sales in first half set a new high record. Dividends 
| ee well protected. a 
Safeway Stores 3.07 1.51 1.26 35'6 27 29 2.00 7.1 B-3 Full dividend security awaits reversal in recent ad- 
7 = verse earnings trend. 
Sears, Roebuck .. 3.13(a) 4.45(a) 8554 5954 83 2.00 2.1 A-1 May earn over $5 a share this year. Larger or extra | 
dividends almost certain. | 
Spiegel, May, Stern Co.... 8.17 5.16 4.86 8534 63 80 3.00 3.7 A-2 Increased number of shares rather than lower net 
_Tefiected in current results. 
Woolworth, F.W......... 3.20 NF NF 5634 4434 54 2.40 4.4 A-2 Higher priced merchandise lines aiding current sales. 








(a) Fiscal year ended January 31. (b) Fiscal year ended March 31. 


cluding extras. NF—Not available. 





(c) Earned on preference stock. 


May pay a small extra. | 
| 


(d) Fiscal year ended February 28-29. * In- 














THE MAGAZINE OF WALL STREEF! 





















how 
has 
pric 
a su 
ing 


~~! 


ae! al iat 


a! 


G 
Gi 
Gi 
Gi 


Hi 


He 








margin resulting from economies and improved merchan- What effects the Robinson-Patman Act will have on 
dising methods. Grocery chains, on the other hand, have chain store organizations remains to be seen. The prob- 
continued to make the least satisfactory showing. Recently, abilities are that there will be increased competition be- 



















































































































































































| however, sales volumes have shown a better tone and there tween packers’ and distributors’ brands and a movement 
| has been some strengthening in profit margins. Higher toward the independent ownership of chain outlets with 
prices in the wake of the drought are not expected to affect present chains acting as wholesalers is likely to spread. 
a sufficiently large group of items to cause any serious buy- About the only thing which is certain is that the Bill will be 
ae ee Saree. subject to considerable litigation and numerous court tests. 
variety canes a ce — * = 
ales of | 0% sai 
aio Position of Important Stocks Unclassified as to Industry 
Nn with — SE A Ea Bn Siete S pis AOE! Dee eno 
les Earnings per Share Price Range 
je eX 1st 6 mos. 1st 6 mos. ——1936——. Recent Divi- Yield Market COMMENTS 
r com z Company 1935 1935 1936 High Low Price dend % Rating 
higher American Bank Note. . . 1.37 043 095 55'; 387 | 38 1.00 2.6. B-2 Dividend amply supported by earnings and prospects 
' : ee se 2 : ' ; favorable for further increases. 
; relief American Can..... 5.83 NF NF 137'; 1153, 120 4.00 3.3 B-2 Sharp reduction in canning croo by drought presages 
creases $< $$  _ _ decline in earnings. Regular dividends secure. 
: American Chicle. .... 5.94 2.95 3.32 102 875, 100 400 4.0 B-2 Dividend recently increased but earnings would justify 
profit {eee an extra. 
American Safety Razor 7.27 3.04 3.39 116', 893; 106 600 56  B-1 Planning to split stock 3-for-1. New shares likely 
a, — = i Ti ; ; to pay $2, at least. 
| Armstrong Cork.... 1.63 1.26 1.38 625; 471f 49 #42»11.50 3.1  A-2 Not greatly affected by Spanish situation. May 
| ee = increase to $2. 
| Bristol-Myers....... 3.25 146 1.71 51, 41 47 2.40* 5.1  B-2 Regular and extra dividends well supported by late 
ne : ; ee — earnings. 
=: Coca-Cola........ . 3.48 1.52 2.03 122', 84 115 2.00 1.5 B-1 Earnings at record levels would justify a larger divi- 
ee ee ea dend. 
| Colgate-Palmolive-Peet... 1.36 0.60 Nil 20', 13 14 0.50 3.6 B-3 Earnings may show some improvement in final half. 
sa —— : Dividends likely to be continued. 
ar Commercial Credit....... 5.60 2.30 3.69 743, 44. 73 3.00 4.2  A-i Current earnings at a new high level and would war- 
ai. Dares sea we a A ; rant a larger dividend. 
x a | Com’l Investment Trust... 6.25 293 3.16 823, 55 80 4.00 5.0  A-1 Strong earning power supports liberal dividend policy. 
a: Sea Hit as ne : May pay an extra. 
na | Congoleum-Nairn........ 1.82 1.11 0.84 441, 307, 34 11.60 41  A-2 Earnings likely to register a good gain in last half. 
| a ; Dividends secure. 
ma | Container Corp..... . 1.89 066 O74 4261; 155, 21 + #4+1.00 4.9  B-2 Earnings may reach $2 a share this year, indicating 
| a ee — a larger dividend. 
ner Continental Can...... . 421  3.93(a) 3.99(a) 871; 67'5 68 3.00 4.4  B-2 Current results likely to be retarded by drought. 
= _ oe Dividends well protected however. 
ve Crown Cork & Seal....... 3.87 2.02 2.50(e) 65'; 435; 64 2.00 3.1  B-2 Earnings and prospects would readily support a higher 
eee dividend. 
ds | Diamond Match....... . 1.96 1.89(b) 1.88(b) 49, 33. 34 °®&«©31.75* 5.1  B-2 — Strong cash position and stable earnings permit main- 
= — ree tenance of generous dividends. 
— | Eastman Kodak....... 6.90 3.05(c) 3.51(c) 185 156 179 46.00* 3.3  B-2 Policy of paving extras as earnings warrant likely to 
ss a Plan ee be continued. 
= General Refractories... 1.44 061 1.20 441, 331¢ 44 1.00 2.3 A-1 Sustained activity in steel industry helpful. Could 
ee, ext ON id, Woah pav more. 
7 Gillette Safety Razor. 1.51 070 0.73 1854 183% 14 1.00 7.0  B-3 Dividends reasonably secure but no early increase 
og a indicated. 
a Glidden............ .. 2.91(d) 1.52(g) 0.80(g) 551; 393, 42 2.00 4.7  B-3 Late earninas show improving trend. No change in 
ee a : ; 7 b intial, Wea present dividend rate. 
a | Greyhound Corp....... 7.55 2.48 2.25 801, 483, 59 = 3.20 5.3 B-3 Earnings decline probably temporary. Present divi- 
ea ’ doends likely to be maintained. 
=a | Harbison Walker Refrac... 1.18 050 0.91 415, 3015 40 2.00 5.0  A-1 Favorable prospects for steel industry presage sus- 
———EEE = : q ____ tained earnings. Dividends secure. 
ail | Hazel Atlas Glass........ 7.58 3.19 2.55 133 106 106 5.00 4.7 B-3 Current earnings lower but regular dividends, at ! east, 
| i : : ee ee are well protected. 
i Kelvinator.......... 1.05(h) 0.68(i) 1.1811) 255, 143, 20 0.50 2.5  A-2 Recent earnings volume would support a higher divi- 
| —— pues : ey dend. May pay an extra. 
icy | | Lehman Corp..... 4. 58(k) 15.12(k) 109'. 89 105 4.00* 3.8 N.R. Shares had a breakup value of $119.25 as of June 
————————— ; Cae 30, last. Dividends secure. 
ger | | Libbey-Owens-Ford.. 3.26 1.69 2.04 70', 4714 67 2.25+ 38:3 A-1 Earnings at record levels. Outlook favorable and 
ngs | oa : : sae Wn further extras likely. 
| co | aia 1.28 0.62 0.96 507. 36 44 1.20 2.7 A-1 Earnings would justify a moderately higher rate or 
n= rete BE ace.) t ei ee an extra dividend. 
t Liquid Carbonic... 2.57(h) 0.84(i) 1.2411) 4414 321. 41 1.60 3.9 A-2 Current operations running ahead of last year. May 
mie HiT —— ——— wa 3 x: pay an extra. 
; Owens-Illinois Glass . 6.57 5.96(a) 6.85(a) 164 128 148 5.00 3.4 B-2 Steady upturn in earnings would warrant a $6 divi- 
tra dend. 
tra =— ——$$_______ a aa 
Procter & Gamble .... 2.33(k) NF 2.39\k) 49 40'4 47 1.87', 4.0 B-2 Able management has aided in sustaining earnings in 
ase ———— ; ; 3. onl face of recent adverse conditions. 
Radio Corp........ Nil 0.05 0.01 14, 93, 11 None B-2 Recent earnings hit by labor difficulties. Dividend 
tor os cee bahia 2 ae ee not imminent. 
ira Reynolds Metals. . 1.29 0.58 0.81 34 22', 25 1.00 4.0 A-3 New ventures promise important contributions to later 
nd. ia Re : 7 . : Cp bri hd aed earnings. Dividends secure. 
: Sterling Products... 4.83 2.73 2.92 74 65 73 3.89 5.2 B-2 Continuation of liberal dividend policy justified by 
nd a : ie il ee aa sustained earnings. 
Sutherland Paper.... 2.15 1.01 1.37 35 23 35 1.60 4.5 B-2 Further extras would be justified by substantial upturn 
ads | ee : ad wey fa ee Phd ererese a in earnings. 
| United Drug. ........ 1.07 0.25 0.48 16! 10°, 15 None ‘ B-2 Gain in earnings lends weight to possibility of divi- 
= ie a ; kee. Se ee ____dend soon. 
IP United Fruit........ . 8.54 1.57 2.37 85'. 66'. 81 3.00 3.6 B-2 Earnings should continue favorable trend shown re- 
tra | —- —- aa aan mane _____ cently. Dividends well protected. 
| } U.S. Freight....... 2.53 0.90 0.89 393, 2414 28 1.00 3.5 C-2 Earnings hold at previous level but would justify pay~ 
net | j ee : ness oe ee 
Ih Wrigley (Wm., Jr.) .. 3.94 1.94 1.76 79 63 63 3.75* 5.8 B-3 May cut promotional expenses to improve net. 
— & Regular dividends well supported. 
— | (a)—12 mos. ended June 30. (b)—12 mos. ended Mar. 31. (c)—24 weeks ended June 15. (e)—Estimated. (d)—Year ended Oct. 30. (g)—6 
fae ||| ‘mos. ended April 30. (h)—Year ended Sept. 30. (i)—Nine mos. to June 30, (k)—Year ended June 30. NF—Not available. NR—No rating assigned. 
| * Including extras. t Paid this year. 
Ih |) 
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ew Factors in Current 


Market Moves 


Significant Points in Price Movements 


Exemplified for the Trader and Investor 


By Freperick K. Dopce 


Axcrnoucu. of course, the great majority of the old 
familiar price-determining factors still apply in current 
stock price movements, there are important new ones of 
which the trader should be cognizant if he would take full 
advantage of all his opportunities. The effects of these 
new influences are perhaps most conveniently visualized 
graphically; and to this end we have taken a typical 
market leader stock, Westinghouse Electric & Manufac- 
turing, and reproduced its daily price and volume move- 
ments from the start of 1935 to the present time. 
Inasmuch as individual price trends should be judged 
only in relation to the action of the market as a whole, 
we have superimposed upon this chart the course of the 


tion to show a great deal more earnings improvement if 
such a recovery materialized. The market action of the 
stock immediately began to indicate accumulation (see A), 
and, on Saturday, April 20, 1935, following an optimistic 
statement on first-quarter earnings and business volumes 
by the company’s president, the stock opened with a break- 
away gap which has not been closed to this day. The 
volume of transactions mounted to a daily turnover rate 
which has not since been even approached. 

There are good, sound, old-fashioned reasons why West- 
inghouse was cheap at that time. Over the past four 
years the company had been reporting deficits, and in the 
latter two, these had been in process of being cut down. 








Dow-Jones average of thirty in- 
dustrial stocks. Important devel- [j 





opments which could in any way _ | uae 
whatsoever affect our particular | 
issue, have also been noted on the 
chart at the appropriate date | 
points. 

An initial glance at the chart 
will show that Westinghouse 
declined to a low point in the 
week ended March 16, 1935. 
The company had up to this time 
reported deficits on its common 
stock since 1930, but by late 
March there was general realiza- 
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tion that operations were now 
substantially in the black. Then, 
on March 23, there appeared esti- 
mates that the organization would 
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The stock, in the meantime, had been fluctuating in a 
range from about 16 to 58 (the latter figure reached tem- 





expected. Market action and news developments were 


highly “bullish.” 

































































































































































































) porarily in the inflationary market of 1933) with ever Up to this point it may reasonably be stated that 
) porarily y y P point y y 
) indication that it was under long term accumulation. And Westinghouse Electric common stock had not been subject 
then, in the early spring of 1935, came the news that the to any new influences affecting the technical position of 
break-even point for earnings on the common stock had an issue in the market. It had been acting in strict con- 
been reached and passed. Cutting down of deficits on a formance to precedent. At about this time, however, 
stock has much less effect marketwise than improvements cash buying for long-term investment and speculation began 
of equal magnitude which result in increases in earnings. to drift toward more speculative issues. The high-grade 
Expansion of earning power resulting in cutting down a stock issues (largely those representing the “immediate 
deficit of, say $5 a share to zero, would have much less consumption” industries), which were the stable earners 
effect on the price of the issue than would an increase of | and dividend payers during the depression years, had 
from zero to $5 a share. This principle is well recognized been driven to high prices, particularly in relation to 
by traders and Westinghouse was quick in establishing a current earnings and future prospects. During almost 
sustained upward price trend. the whole of the month of August, 1935, Westinghouse 
During the week ended June 1, 1935, it will be noted — Electric made a so-called “line,” fluctuating between well- 
that there was a short intermediate reaction in the general defined upper and lower limits, on lower volume. This 
list, including Westinghouse. This was caused by the market action was definitely significant of careful accumu- 
Supreme Court’s decision invalidating the National Indus- lation of the longer term variety. 
trial Recovery Act, and President Roosevelt’s “horse and Immediately following this accumulation phase, the stock 
buggy days” talk to newspaper men. Following this tem- broke out with a gap on the upside on substantially 
porary interruption, the uptrend in Westinghouse Electric greater volume, and in a week’s time had advanced 15 
was resumed at a much greater rate than that for the points, or an accretion of 23 per cent. It ran away from 
; market as whole. These rates, incidentally, are directly — the rest of the market—its flight being accelerated by the 
-nt if comparable percentagewise, inasmuch as our prices on the — new factor of “thinness” which has increasingly charac- 
f the | chart are plotted to a logarithmic scale. terized markets for so many issues. In other words, the 
> A), The market action of Westinghouse during the two weeks _ incidence of cash buying had apparently absorbed such 
we: ended June 29, 1935, was particularly interesting. It scant offerings as existed and the immediate floating supply 
aie marked out the old familiar triangular (see B) formation — was decreased, at least temporarily. 
reak’ F on gradually declining volumes of transactions, dubbed by Needless to say, thin markets are dangerous markets. 
The | chart theorists the “continuation” triangle. During this The super sensitivity of any thin stock to a relatively small 
' Fat@ {period there appeared reports of substantial sales gains volume of transactions results in broad moves on the down- 
and estimates of good earnings for the 6-months period. side as well as on the up. Slight changes in the business 
West’ fF Another so-called “continuation” triangle ee during attitude toward the general market, or toward the issue 
four | the week and a half ended July 17, 1935 (See C), and under observation, result in disproportionate fluctuations. 
n the Fon July 22, first half earnings were reported to have been Particularly is this true in the event of news developments 
lown. | $7.35 per share, very much better than had been generally (Please turn to page 618) 
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Copper 


Feeling that copper quotations might 
be raised shortly the market was dis- 
appointed and copper stocks slipped 
downwards on the news that Utah Cop- 
per, Kennecott subsidiary, would in- 
crease production in order to prevent 
runaway prices. While it may be that 
the earnings of copper companies would 
have been benefited temporarily by 
higher prices, it seems much the better 
policy that the industry should keep 
prices at reasonable levels until produc- 
tion more nearly approaches capacity. 
Ic will be remembered that during the 
boom of the late twenties the price of 
copper was fixed at levels so high that 
even the most inefficient and high-cost 
producers could open their mines and 
make money. Then came overproduc- 
tion and the crash. Lest this occur 
again, the big copper companies will be 
wise not to overplay their hand just as 
demand is really getting underway. 
However, it seems that the hazards are 
recognized and because of this a bullish 
attitude towards Anaconda, Kennecott 
and International Nickel continues to 
be justified. 


* 
Yield of 7% reasonably assured 


Today, with long-term Government 
bonds selling to yield less than 214% 
and with high-grade corporate bonds 
being newly issued on a basis hardly 
better than 3%, it is quite obvious that 
in order to obtain a 7% return a degree 
of risk must be run. Thus, we are not 
saying that the return of more than 7% 
afforded by the preferred stock of the 
National Power & Light Co. at today’s 
price of $85 a share is as safe as that 
afforded by certain other investment 
securities. It appears to be, however, 
more assured than the present market 
appraisal would indicate. This was 


among the minority of public utility 
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holding company preferreds whose divi 
dends were neither passed nor reduced 
during the years of depression. As a 
matter of fact, National Power & Light 
even managed to pay a dividend on its 
common stock through all the lean years. 
For the six months to June 30, 1936, the 
company earned fixed charges 1.38 
times, compared with 1.36 times in the 
corresponding previous period, while 
earnings on the preferred stock for the 
first half of this year were equivalent to 
$13.56, against $12.69 last year. These 
figures do not represent a handsome 
margin of safety for National Power & 
Light’s preferred dividend and political 
agitation holds adverse potentialities, 
nevertheless the whole industry is under 
the strongly favorable influence of 
mounting demand for electric power. 
For some time now this has more 
than offset higher taxes, lower rates 
and increased costs of labor and raw 
materials. 


Embarrassing 


With the exception of the Baltimore 
& Ohio, the big eastern railroads op- 
posed the reduction in passenger fares 
ordered for June, this year. Cases for 
the re-instatement of the old rates are 
now pending before the I. C. C. Yet, 
the roads taking exception are being 
forced to report a constantly increasing 
number of passengers carried and sub- 
stantial increases in gross passenger rev- 
enues. It’s really becoming very em- 
barrassing for them. The New Haven, 
reporting that it carried 78% more pas- 
sengers in July this year than in the 
corresponding month of 1935 and that 
passenger revenues were up 15%, at- 
tempts to keep the record straight and 
justify its position by saying: “The 
above percentage increase in gross fas- 
senger revenues does not allow for 
added expense incident to the handling 
of the greater traffic.” However justi- 


fied this attitude, it is not going to be 


easy to persuade people to go behind f 


the bald record of obviously better pas: 
senger business. 


* * * 


Drought Aspects 


Although to the country as a whole 
the drought is a disaster and should 
never be looked upon as anything else, 
its effect upon different individuals and 
companies varies enormously. It is a 
benefit, of course, to the farmers out- 
side the arid regions. Among com 
panies it is helping the big distributors 
of dairy products. Almost all food com 
panies tend to do better when the price 
trend is upwards, despite the fact that 
volume must fall off as prices rise. This 
year butter and cheese quotations have 
moved forward sharply, milk is up, and 
the hot weather has greatly stimulated 
the demand for ice cream. In the re 
cent market set back, National Dairy, 
Borden and Beatrice Creamery all acted 
better than the general run of stocks. 
So far as the meat packers are con 
cerned, the outlook is uncertain. They 
are being helped for the time being by 
rising prices, but in the case of meat it 
has been demonstrated very clearly that 
the consumer will only stand for just 
so much along these lines. The real 
threat to meat packing earnings, how 
ever, lies in the possibility that farm 
ers, lacking feed for the winter, will 
dump large quantities of animals on the 
market later on in the year and so break 


the market as to bring the packers in | 
ventory losses. The processors of corn f 


are exceptions to the rule that food com: 
panies are usually helped by rising 
prices, at least temporarily. The reason 
for this is that corn derivatives have to 
meet keen competition from other mate’ 
rials. Thus, corn processors are caught 
between soaring costs for their princi 
pal raw material and an inability to 
raise selling prices to conform because 
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of competitive conditions. Both Corn 
Products Refining and Penick & Ford 
have been in the “new low” column fre- 
quently of late. 


* * = 


Rising Demand for Buses 


The recent order placed by the city 
of Detroit with the Ford Motor Co. for 
500 buses is probably the largest single 
bus order ever placed. It serves to call 
attention again to the fact that the bus 
is becoming big business. Last year bus 
production totalled nearly 16,000 units 
and this year promises to be still better. 
Perhaps White Motor is the company 
most dependent upon bus business, al- 
though it is also a big factor with Yel- 
low Truck & Coach, J. G. Brill and 
Mack Trucks. 


Newsprint 


July production of Canadian news- 
print for the third month in succession 
established a new all-time high for any 
month in the history of the industry. 
Mills in the United States on the other 
hand operated at about the same rate 
as in the previous month, production in 
the first seven months of the year being 
slightly below that of 1935. The con- 
tract price for 1937 for both American 
and Canadian newsprint has just been 
set at $42.50 a ton, an increase of 
$1.50 a ton. Demand for newsprint 1s 
rapidly overtaking capacity and au- 
thorities believe that the 
long-term trend is very defi- 
nitely towards higher 
prices. The much improved 
statistical position and out- 
look has been behind the buy- 
ing of the securities of Inter- 
national Paper & Power, 
Great Northern Paper and 
other companies in the field. 


* * * 


Bohn Aluminum 


New highs are definitely 
commoner than new lows in 
this market, so that there is 
usually a very good reason 
for some company being listed 


lations of new lows. Bohn 
Aluminum is among the un- 
fortunates to be found recent- 
ly in the latter category. The 
immediate reason appears to 
be Ford’s swing from alum- 


thin nickel steel. The Lincoln 
Zephyr has always had these 
nickel steel pistons, but now 
and more Fords are 
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coming off the line so equipped. Should 
other automobile manufacturers follow 
the lead of the Ford Motor Co. and 
should the aluminum cylinder head give 
way to the copper-insert and other heads 
developed recently, Bohn will find it 
hard to maintain earnings from its new- 
er lines in building, plumbing and elec- 
trical equipment. For the first six 
months of this year, the company re- 
ported earnings equivalent to $1.97 a 
share of common stock, compared with 
$2.70 a share for the first six months of 
1935, 


’Tis an ill wind... 


No civil war, of course, can be with- 
out far-reaching economic repercussions 
and thus it is that we find the present 
disturbance in Spain directly affecting 
adversely American companies such as 
the International Telephone & Tele- 
graph Co. and also having an indirect 
favorable affect upon other American 
enterprises. Some recent buying of the 
domestic sulphur companies, Freeport 
Texas and Texas Gulf Sulphur, particu- 
larly the latter, has been on the grounds 
that the revolution in Spain will inter- 
fere with the output of the Rio Tinto 
Co. This company is a great producer 
of pyrites from which sulphuric acid is 
made and if it is prevented from carry- 
ing on a normal business it is believed 
that the export demand for native 
American sulphur will increase. The 


reasoning is plausible, but even apart 








Bartlett Photo, from Nesmith 


Spanish civil war may increase American sulphur 


from this, Freeport Texas and Texas 
Gulf Sulphur should do better—and 
probably could be counted upon to do 
so if it were not for the possibilities of 
higher taxes imposed by the states. In 
the first six months of this year Free- 
port Texas earned the equivalent of 
$1.22 a share of outstanding common 
stock, compared with 64 cents a share 
for the corresponding previous period, 
while Texas Gulf reported $1.25 a 
share, against 90 cents a share last year. 


x o* 
Rayon outlook improved 


The demand for rayon is of record 
proportions and almost without excep- 
tion the big factors in the industry are 
enlarging, or are about to enlarge, the 
capacity of their plants. The record- 
breaking demand, coupled with some- 
what higher prices, has greatly im- 
proved the outlook for rayon manufac- 
turers’ earnings. This is reflected by 
the stock market and rayon stocks have 
been firm, some of them close to their 
highs for the year. Concrete figures of 
how the rayon companies have done so 
far this year are available only in the 
case of Industrial Rayon. For the first 
six months of 1936 this company earned 
the equivalent of 75 cents a share of 
common stock, compared with 43 cents 
a share in the corresponding previous 
period. For the full year 1936 earnings 
should leave a fair margin over the divi- 
dend of $1.68 that is being paid cur- 
rently. Celanese on the New York 
Stock Exchange and Tubize 
on the Curb report only at 
the year end. Other impor- 
tant manufacturers of rayon 
in this country such as du 
Pont and Eastman Kodak 
have the operations of their 
rayon divisions obscured by 
other activities. 


* * x 


Overlooked? 


Despite the fact that the 
whole year’s dividend require- 
ments of $1.50 a share were 
more than covered by a net 
profit of $989,122, or $1.55 a 
share, in the first six months, 
the common stock of Raybes- 
tos-Manhattan, Inc. has been 
slow to reflect the probability 
that stockholders will see an- 
other increase in the dividend 
before the year’s end. The 
rate was raised last February 
from 25 cents quarterly to 
3714 cents. The outlook is 
for continued activity in the 
automobile industry and the 

(Please turn to page 620) 
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Long- [erm Investment 


Opportunities 


By J. C. CirFForp 


Ls the stock market the greatest amount of money is 
frequently made by one who invests in a dynamically 
expanding company and retains his holdings indefinitely. 
Except that one be so unfortunate, or unwise, as to make 
one’s commitment at the peak of a 1929 bull market, a 
dynamically growing company seldom shows a purchaser 
a loss for any length of time. Accepting the point of view 
that the present upward business cycle is hardly more 
than under way, there is today obviously a wealth of 
investment material from which to make long-term selec- 
tions. There are perhaps those that will disagree with the 
conclusion that business and the stock market are far from 
establishing a peak, but after comparing the credit strain 
of 1929 with today’s glut of funds seeking an outlet at 
almost any return and allowing for the depression-built 
demand for almost everything, they are surely in the 
minority. 

No one but a brave man or a fool, of course, would 
pick out a stock today in the assured belief that it would 
turn out as satisfactory an investment as the General Elec- 
tric or American Can of thirty years ago. One may, 
however, divide industries into those that promise growth 
and those that give every indication of making slow prog- 
ress from this point. And then from the list of those 
likely to expand, it should be possible to select a sound 
company which appears likely to at least hold its position 
in its industry. It may turn out ultimately that a better 
company could have been chosen, or even that one classified 
as a member of a stagnant industry would have proved the 
more satisfactory investment but, while it is inevitable that 
such a hazard be run, it will be greatly minimized by 
relying upon the investor’s best friend, diversification. 
There is everything to be said for having representation in 
half-a-dozen growing industries. 

It is not difficult to select industries obviously possessing 
great future promise. Consider, for example, all the new 
products introduced by the chemical industry over the past 
few years. There is hardly an adult who will have any 
difficulty remembering the time when there was no rayon, 


no cellophane, no duco; when stainless steels were some: 
thing new and leadless fuels caused motor cars to knock 
like thunder on every little rise; when bakelite was a 
novelty and rubber substitutes were things of an alchemists 
dreams. The chemical industry touches our modern civili- 
zation at literally every point and no long-term investor 
should be without some stake in it. 

The growth promised by the aviation industry is of a 
different kind to that promised by chemical companies: 
after all, the former cannot introduce a new way of flying 
every few days. Nevertheless, the expansion promised by 
aviation is none the less real for that. Passenger, air mail 
and air express traffic is increasing at a phenomenal rate. 
The big transport companies are spending millions for new 
equipment; the army and navy await delivery of hundreds 
of planes already ordered. While one may cast doubts on 
the ability of the transport companies ever to be fabulous 
money-makers, there is no question but that the manufac 
turers of aircraft, engines and other equipment have still 
to see their peak of prosperity. 

Likewise there are other industries that hold out great 
promise to the long-term investor. Non-ferrous metals, for 
example, is a division going forward not only on the im 
provement in general business but because of new uses and 
alloys that are being devised constantly. Nickel and cop: 
per alloys are among those developing fastest and the long’ 
term investor is fortunate in being able to obtain a stake 
in these two metals through a single commitment in one 
company. 

Still other fields from which profits may reasonably be 
expected over the more distant future include petroleum 
and Diesel motors. Over the years, consumption in the 
case of oil and its derivatives can only go one way—up. 
The demand for Diesel engines for boats, buses, trains and 
for stationary applications is obviously on the increase and 
those companies having a firm foothold in this field should 
do well. Below will be found brief sketches of companies 
meeting the requirements of investors who desire to take 
a long-term position in expanding industries. 








American Cyanamid Co. sa 


Originally this company was heavily 
dependent upon the demand for fer- 
tilizers, but over the past few years 


1935 
$1.61 


1935 
$0.59 


Earnings Per Share 
1st 6 mos. 1st 6 mos. 
1936 


$0.68 


interest, taxes and other charges. This 
was equivalent to $1.61 a share on the 
2,520,368 shares of combined class “A 


Current ‘ ; 
Price Div. “Dp” : 
and class “B” common and compare 
$33 $0.60 - 


very favorably with the 99 cents a 





expansion and consolidation have taken 


share reported for 1934. For the first 





it into dyestuffs and pharmaceuticals 


six months of this year, American 





and a variety of heavy chemicals. More 
recently it entered the field of building 
materials. Today, dependent upon no 
one industry, American Cyanamid is 
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rated among the first half dozen chem- 
ical companies of the country. 

Earnings last year amounted to $4,- 
062,160, after depreciation, depletion, 


Cyanamid’s earnings were equivalent 
tc 68 cents a share of common, against 
59 cents for the corresponding peri 
of last year. 
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Currently, the stock is on an annual 
dividend basis of 60 cents a share, so 
that the return on the money invested 
at $33 a share is well under 2%. The 
company’s financial position, however, is 
comfortable and, in view of the margin 
by which earnings are exceeding divi- 
dends, a stockholder could reasonably 
expect to receive extras or even a higher 
regular rate before the year end. 


United Aircraft Corp. 


This company almost blankets the 
manufacturing side of the airplane in- 
dustry. The Sikorsky division developed 
the Clippers, the Chance Vought divi- 
sion is a maker of military planes, the 
Hamilton Standard Propellers division 
has led the world in the development of 
the controllable pitch and constant- 
speed propellers, while the Pratt & 
Whitney division is famed for its air- 
cooled, radial motors. 

Although the business of United 
Aircraft picked up greatly last year, it 
nevertheless still operated in the “red.” 
(Earnings were shown for the period, 
but due solely to “other” income.) 
Further improvement was registered, 
however, during the first six months 
of 1936, the net profit of $548,560, 
after depreciation, taxes and other 
charges being equivalent to 24 cents 
a share on 2,285,600 shares, the aver- 
age number outstanding for the period. 
This was just double the 12 cents a 
share reported for the corresponding 
previous period. 





Early this year the company was 
obliged to raise additional capital 
Earnings Per Share 
lst 6 mos. Ist6 mos. Current 
1935 1935 1936 Price Div 
$0.21 $0.12 $0.24 $24 





through an offering of rights to stock- 
holders. This was necessary in order 
to finance vastly expanded orders. Al- 
though United Aircraft was indebted to 
the banks in the amount of $1,750,000 
at the end of last year, there is neither 
funded debt nor preferred stock out- 
standing. The common stock at $24 a 
share, while by no means cheap statis- 
tically, undoubtedly presents potentiali- 
ties to those speculatively inclined. 


Sperry Corp. 


As a manufacturer of gyro-compasses, 
automatic pilots, bomb sights and air- 


apparatus and searchlights, the Sperry 
Corp. offers a somewhat different and 
less direct stake in the airplane indus- 
try than the just-discussed United Air- 
craft. Nevertheless, the company’s de- 
pendence upon activity in commercial, 
military and naval aircraft is very real. 

For last year Sperry reported net 
income of $1,651,461 after depreciation, 
taxes and other charges. This was 
equivalent to 85 cents a share (voting 
trust certificates) on 1,949,111 shares 
of capital stock of $1 par value and 
compared with 96 cents a share in the 
previous year. The company’s income 
for 1935 included a profit of $367,875 
derived from the sale of securities, while 
the 1934 net income included a profit 
of $347,670 from the same source. In 
the first six months of this year profits 








Earnings Per Share 


lst 6 mos. Ilst6 mos. Current 
1935 1935 1936 Price Div. 
$0.85; $0.41+ $0.85; $20 $1.00* 


* Dividend just declared. 
7 Includes profits from the sale of securities. 








of $1,055,204 from the sale of securi- 
ties brought net income to $1,657,305, 
or the equivalent of 85 cents a share 
of common stock. Operating income 
in the first six months of 1936 was 
lower than in 1935, officially attributed 
in part to increased taxes and increased 
expenditures for research and the de- 
velopment of new products. 

Although the common stock of the 
Sperry Corp. is not on a regular divi- 
dend basis, last month directors de- 
clared a distribution of $1. Last year 
at about the same time only 25 cents 
was paid. At the present price of $20, 
the voting trust certificates for common 
stock of the Sperry Corp. are an 
interesting speculation on the profits 
to be derived from rearmament pro- 
grams and from a dynamically expand- 
ing aircraft industry. 


International Nickel Co. 


International Nickel Co. of Canada, 
Ltd., possessing a virtual world mo- 
nopoly in the production of an essen- 
tial raw material, is in an enviable po- 
sition. The demand for nickel is 
record-breaking, partly as the result of 
revival in old uses and partly as the 
result of new uses and applications. 
International Nickel, moreover, pro- 
duces roughly twice as much copper as 
nickel and the world price for the 
latter metal has just established a new 
post-depression high. These factors, 
coupled with the high prices that are 


port beacons in addition to gun controlbeing obtained for the company’s pre: 
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cious metal output, have brought the 
company greater earning power than 
ever before in its history. 

Net profit of $26,086,527 for last 
year was equivalent after dividends on 








Earnings Per Share 


1st 6 mos. 1lst6 mos. Current 
1935 1935 1936 Price Div. 
$1.65 $0.64 $1.13 $51 $1.40 








the outstanding preferred stock to $1.65 
a share on 14,578,169 shares of no- 
par common stock. In the previous 
year $1.13 a share was_ reported. 
Strangely, it was exactly $1.13 a share 
that the company showed for the first 
six months of 1936, or not far from 
double the 64 cents a share reported 
for the first six months of 1935. 
Stockholders naturally have benefited 
from this improvement in earning 
power, the last quarterly dividend de- 
clared being 35 cents, compared with 
30 cents previously. Despite the fact 
that International Nickel is in the 
midst of financing a $9,000,000 ex- 
pansion program, earnings and pros- 
pects are such that the company might 
well pay even more before the year end. 


Fairbanks, Morse & Co. 


With all dividends accumulated on 
the preferred eliminated through a re- 
capitalization plan last year and with 
substantial current earning power on 
the common, it should not be long be- 
fore holders of Fairbanks, Morse com- 
mon begin to receive a return on their 
investment. For the first six months of 
this year, the company reported a net 
profit of $786,614 after depreciation, 
interest and taxes and after making 
provision for the possible surtax on 
undistributed profits. This, after divi- 
dend requirements for the period on 
the outstanding preferred, was equiva- 
lent to $1.35 a share on 434,528 shares 
of common stock of no par value. In 
the corresponding previous period the 





Earnings Per Share 


lst 6 mos. lst6mos. Current 
1935 1935 1936 Price Div. 
$2.47 $1.35 $52 








company’s earnings on a somewhat dif- 
ferent capitalization were equivalent 
to 40 cents a share of common. 

The activities of Fairbanks, Morse 
are quite varied. It makes Diesel en- 
gines from 10 horse power to 1,400 


(Please turn to page 615) 
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UNITED CORPORATION 











Ouarter-Billion Stake in 
Eastern Utilities 


Earnings Prospect and High Leverage 


Put Stock in Interesting Position 


By Francis C. FULLERTON 


Ar the time of its formation 
early in 1929, the United Corp. 
was accredited with having as 
one of its chief motives the 
achievement of a vast Eastern 
superpower and supergas proj- 
ect, but whatever aspirations 
the powerful sponsors might 
have had toward the realiza- 
tion of such a scheme, they 
were shattered first, by the long 
and severe depression of the 
early 1930's and second, by the 
“New Deal” legislation aimed 
at the utilities during the pres- 
ent administration at Washing- 
ton, and particularly by the 
drastic Public Utility Act of 
1935. 

Actually, the sponsors, in- 
cluding the powerful Morgan, 
Bonbright, Carlisle and Drexel 
interests, never openly made 
such claims, conceiving the 
United Corp. with no other in- 
tention than as an investment 
corporation holding _ utility 
stocks. But because of the sub- 
stantial minority holdings in 
four large public utility systems 
in the eastern part of the 
United States, and lesser holdings in other important com- 
panies operating in this territory, a “community of interest” 
nevertheless was established wherein co-operation among the 
companies could be facilitated, and at the same time, hold- 
ings were sufficiently large to discourage attempts of other 
groups to seek control or dominate the systems. 

The United Corp., however, has never had any manage- 
ment, engineering or supervision contracts with any of the 
companies whose stock it owns. It does not lend them 
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Consolidated Edison power station in New York City 


money or have any financial 
transactions or any contractual 
relations with any of them. 
The corporation is an invest: 
ment company only, and actu’ 
ally does not control any public 
utility company. 

The Public Utility Act of 
1935 makes a 10 per cent in 
vestment in a public utility 
company presumptive evidence 
of control, and inasmuch as the 
United Corp. owns _ voting 
securities in excess of this 
amount in four utility compa 
nies, i.e., Public Service Corp. 
of New Jersey, 13.7 per cent, 
Columbia Gas & Electric 
Corp., 20.3 per cent, Niagara 
Hudson Power Corp., 21.9 per 
cent, and The United Gas Im 
provement Co., 26.1 per cent, 
United would thus be subject 
to the drastic provisions of the 
Act if this is held Constituw 
tional in the courts. If United 
Corp. should register under the 
Act, such registration, made 
with no matter what reserva’ 
tions or stipulations, would, in 
the opinion of counsel of the 
company, automatically make the above four named com 
panies subsidiaries of a registered holding company, and in 
turn subject them to the drastic provisions of the Act. 

If the Act is sustained, it will force United Corp., though 
not in fact a public utility holding company and not er 
gaged in any form of interstate commerce, to liquidate the 
major part of its investments. Ordinarily if liquidation 
forced in the open market, it would probably be highly de 
structive of values, unless given a period of years over whi 
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to liquidate, but even this latter procedure would mean 
keeping market prices artificially low because of the large 
amount of stock overhanging the market, portions of which 
would be liquidated whenever prices showed any firmness. 

If a showdown were actually forced, however, there are 
other methods of effecting divestment of excess holdings of 
stock without the serious market consequences arising from 
actual liquidation in the open market. Another investment 
company, similarly situated with respect to stock ownership 
of over 10 per cent, for instance, arranged with a group of 
large investment trusts to take over substantial blocks of 
stock, sufficient to reduce holdings to less than 10 per cent, 
and took in exchange shares of the investment trusts con- 
cerned in the transaction. If United Corp. followed this 
procedure, it could divest itself of sufficient stock to avoid 
coming within the provisions of the Act. Instead of utility 
company stocks only, it would then also hold large blocks 
of investment trust stocks. 

Ignoring for the time being the possible threat of the Pub- 
lic Utility Act of 1935 on the United Corp., it is clearly 
evident that the market action of the company’s common 
stock is closely linked with that of its principal portfolio 
securities. 

In a rising market for the latter, the favorable effect of 
leverage should be witnessed in the case of the common 
stock, since this issue is preceded in the capital structure by 
2,489,065 shares of $3 preference stock, having a redemp- 
tion price of $55 a share. As there are 14,530,491 shares 
of common stock outstanding, leverage would be provided 
by approximately 0.17 share of preference, equal to about 
$9.50 of senior security (figured at the redemption value of 
$55) per share of common. Hence, any appreciation in the 
value of portfolio securities from this point on will be magni- 
fied in the break-up value of the common stock, which usu- 
ally is directly reflected in market quotations. 


Break-up Value 


Based on market quotations as of August 17, 1936, and 
including cash plus other current assets less current liabilities 
shown for December 31, 1935, the portfolio of United was 
worth $262,507,455, equivalent to slightly over $105 a share 
on the $3 Preference stock, and after allowing for $55 re- 
demption value on this stock, to $8.64 per share on the 


After several years of declining income from dividends on 
its stock investments, United during 1936 has been benefit- 
ing from the earnings recovery being experienced by public 
utility companies, receiving higher dividends in some cases, 
or by the resumption of dividends on other of its holdings, 
which had been paying nothing for some time. Dividends 
received and other income for 1933 amounted to $12,062,- 
938, declined to $10,784,362 in 1934 and further to $9,471,- 
099 in 1935. For the first half of 1936, this income gained 
substantially, amounting to $4,905,930, which compares with 
$4,559,139 for the first half of 1935, and after expenses and 
preference dividend, the earnings amounted to 6 cents a 
share and 4 cents a share on the common for these respec- 
tive periods. 

For the 12 months ended June 30, 1936, the net was 
equivalent to $3.73 a share on the $3 preference stock and to 
13 cents a share on the common stock, but for the calendar 
year 1936, earnings will probably be considerably higher, 
in view of the possibility of further increase or resumption 
of dividends on the portfolio investments. 


Niagara Hudson Gaining 


On its large holdings in Niagara Hudson Power, for in- 
stance, United has received no return for some years, but 
this system has been showing strong earnings recovery, re- 
porting 61 cents a share for the 12 months ended June 30, 
1936. A program on which Niagara Hudson is now work- 
ing, wherein underlying bond issues are to be refunded into 
bonds bearing lower coupon rates, is estimated to save as 
much as $2,000,000 annually in interest charges, equivalent 
to 23 cents a share on the common outstanding. Niagara 
Hudson has been showing large gains in electric sales this 
year, recently about 26 per cent above the same period last 
year, a gain more than large enough to overcome the effects 
of sharp rate cuts in its territory. 

If the companies in which United Corp. owns stock had 
declared all their earnings in dividends for the 12 months 
period ended June 30, 1936, United would have received a 
total of approximately $2,000,000 additional to the divi- 
dends actually received. This sum amounts to almost 14 
cents a share on United’s common stock, which, if added 

(Please turn to page 613) 





common stock. The complete portfolio is shown in the 
accompanying table. 

To illustrate leverage under present circumstances, 
assuming a 10 per cent rise in the value of United's 
portfolio, the break-up value of the common stock will 
increase 21 per cent. In a general way, United Corp. 
common stock should advance twice as rapidly as the 
utility common stock average. Leverage, it should be 
realized, works both ways, so that in a declining utility 
market, United Corp. common stock will obviously 
be more vulnerable than the utility averages as a 
whole. 

Practically the sole source of income of the company 
is from dividends which it receives on its investments. 
As the policy of the management has been to hold its 
portfolio more or less on a permanent basis, profits or 
losses on the sale of securities, or stock trading profits 
are relatively unimportant. In fact, United from time 
to time has added to its holdings since 1930, although 
in 1935 no changes in portfolio occurred. The sale of 
approximately half of the company’s holdings of Colum- 
bia Gas & Electric convertible preferred was reported 
to the SEC during the first half of 1936. In 1934, 
United wrote off $300,000, a loss arising from the ex- | 
piration of 300,000 Niagara Hudson Power Class ““C” 
option warrants. 








United Corporation’s Portfolio* 
Shares ‘; of Total Value 
Held Outstanding 8 17,36 
United Gas Improvement, com. 6,066,223 26.1 $101,610,000 
Columbia Gas & Electric, com... 2,424,356 20.7 49,700,000 
do 5% Conv. Pfd......... 15,633 7.0 1,640,000 
Public Service of N. J., com. . 988,271 18.0 46,450,000 
Niagara Hudson Power, com... 1,914,417 21.9 32,430,000 
do Cl. A and Cl. B wts. wee 490,000 
Consol. Edison of N. Y., com... 203,900 1.8 8,560,000 
Commonwealth & South., com. . 1,789,270 5.3 6,290,000 
Mohawk Hudson Power 2nd Pfd 62,370 24.5 5,680,000 
Consol. Gas, El. of Balt., com. . . 33,175 2.8 3,110,000 
Amer. Waterworks & El., com.. 63,002 3.6 1,580,000 
Electric Bond & Share, com.... 34,858 0.6 780,000 
Lehigh Coal & Navigation, com.. 48,705 2.5 440,000 
Columbia Oil & Gasoline, V.T.C. 84,769 3.6 270,000 
Cash—plus other cur. assets less 
cur. liab. Dec. 31, 1935.. ‘ 3,477,455 
i re $262,507,455 
Redemption Value of 2,489,065 
shs. Pfd. at $55.......... 136,934,215 
Equity for Common Stock. . $125,573,240 
Liquidating Value per Share 
Common (14,530,491 shs.) $8.64 
*Based on portfolio as of Dec. 31, 1935. 
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and Price Appreciation 


A. Reasonable Compromise 


for the Prudent Investor 


By J. S. Witirams 





Rees individual investor with a 
well stocked portfolio of gilt-edge 
bonds had more than one oppor- 
tunity to congratulate himself on 
his foresight during the long months 
of the depression. He suffered little 
or no loss of income, while the 
losses suffered by owners of com- 
mon stocks and second grade bonds 


| Nassau Elec. R. R. 
| 1st Cons. 4s, 1951. 


: : Sec. 6s, 1962. 
wrought grave hardships, and in |} _ pegeral Water Service 
the early months of recovery he || 5}4s, 1954. = 
had the satisfaction of seeing the Illinois Power and Light 

5s, 1967....... 


former value of his holdings fully || li Niles 


Attractive Bonds 


For Income and Profit 


a a Transit 


restored—and then some in many 
instances. More recently, however, 
it has seemed as if some law of 
retribution was functioning to dis- 
turb the peace of mind of high 
grade bond holders, while the hopes 
of holders of junior issues were 
definitely reviving. 

First came all the talk of infla- 


Ref. 6s, 1995........ 
a Railway 
Deb. 


. & “eked 6lés, 1956. 


Erie R. R. 
Ref. & Imp. 5s, 1967... 


Lehigh Valley 
Ee 


General Steel Castings 
| are 


International Paper 
eS ee 


tion with devastating implications Purity Bakeries 
to owners of high grade bonds. 
fears of inflation subsided, a new || 


problem arose in the form of inter- || 
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of securing an adequate income re- 
turn from their investments re 
solves itself into making a choice of 
| bonds among the medium and sec: 
| ond-grade issues. 
Recent Current | Forewarned that such a program 
Price Yield : . . : s 
entails a sacrifice in investment 
nad ed quality, in the present circum 
eo sa stances, at least, the investor has 
|| the assurance emanating from the 
92 6.0 | vitality of the recovery movement. 
an ei Business improvement will restore 
many medium grade issues to the 
100 6.0 higher rating brackets and the de 
gree of risk in second grade bonds 
- = becomes more apparent than real. 
85 5.8 If care and discrimination is used 
in the selection of bonds which are 
72 6.9 | still obtainable to yield a fairly 
. - site | liberal return, and if such a pro 
| gram is pursued as a temporary 
91 6.6 || expedient, to be modified or aban 
|| doned whenever later events make it 
a = |] advisable to do so, there is no reason 
100 56 why the results should not be grati’ 
fying and profitable. 
— Among medium and second 





est rates being forced to unprece- 
dently low levels by Government 
policies. Corporations on every hand took advantage of 
this condition to refund outstanding obligations by low cou- 
pon issues. Holders of such issues had no alternative but to 
accept the new bonds, with a consequent loss of income, 
or to seek to replace called bonds by other issues yielding 
the same return. Naturally, the latter was the policy most 
generally followed, notwithstanding the fact that the in- 
vestor was automatically compelled to make his selections 
among issues of inferior quality. Such a program if pur- 
sued as a permanent policy would be almost certain to 
prove disastrous. 

A logical solution to the problem would be through com- 
promise. A reasonable division of one’s funds should be 
made between the highest grade bonds (non-callable if pos- 
sible) medium and second-grade bonds and the better com- 
mon stocks. Many investors for various reasons, however, 


would be unable to follow such a program and the matter 
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grade bonds there are to be found 
issues which, while affording a_better-than-average yield, 
also promise important gains in their quoted values as their 
underlying security is strengthened by improving business 
and larger earnings. Consequently, both the investor and 
the individual with a more speculative turn of mind could 
consider the second-grade bond market to advantage. 

Despite the substantial gains scored by lower grade bonds, 
the investor is still afforded a wide selection. Bearing in 
mind, however, that a higher-than-average income indicates 
the presence of speculative factors, the investor would be 
well cautioned against being lured too far afield by nothing 
more tangible than a generous yield. 

The appended table contains a diversity of choice among 
railroad, public utility and industrial bonds. All of the issues 
comprising the list are selling on a basis to afford an attrac 
tive yield and in each instance the evidence of increasing se’ 
curity both current and potential appears to be well founded. 
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The Business Analyst 





— Activity at Temporary Peak 


Arrer advancing to 
949% of normal, as com- 
pared with an average level 
of 90.5% for the entire 
month of July, the country’s 
per capita production of new 
wealth has begun to fall off 
a little, largely due to an ex- 
ceptionally sharp reduction in automobile assemblies in 
preparation for the introduction of new models a few weeks 
hence. With prices in many lines on the upgrade and the 
average volume of activity up to within 5% of normal, 
profits in a number of favorably situated industries leave 
little to be desired as business in general begins to take on 
some semblance of prosperity. Such must be the inevitable 
outcome of huge Government deficits continued over a 
period of years, unless other powerful influences intervene 
to prevent the resulting inflationary expansion in bank de- 
posit currency from exerting its normally stimulating effect. 
In appraising business prospects from this point onward, it is 
thus necessary to consider whether or not the financial stimu- 
lants are likely to be withdrawn and, if not, whether there 
are any powerful depressing influences in sight which might 
neutralize such stimulants and so prevent further recovery 
for an indeterminate period. 

Much depends of course on political considerations, but 
regardless of the outcome of the November election there are 
some indications that private initiative is already beginning 
to take over the reins of recovery. Thus the amount of new 
corporate capital raised in July through flotation of securities 
came to 70 millions, against only 55 millions in July, 1935; 


— Motors Prepare for New Models 
— Prices Trend Higher 
— Petroleum Outlook Fair 


— Steel Operations High 


and ordinary business credit 
(including acceptances) on 
the books of reporting mem- 
ber banks is now about 14% 
higher than a year ago, while 
investments in securities other 
than Governments are up 
8%. Stated otherwise, out of 
a total expansion of $2,532,000,000, or nearly 13%, in loans 
and investments by reporting member banks during the past 
year, $744,000,000, or nearly 30%, went to private business 
while only 70% was put into circulation by the Federal 
Government. This is an encouraging contrast to conditions 
obtaining earlier in the depression when the Government 
was absorbing practically all of the expansion in bank credit. 

Yet, in spite of this gratifying trend toward the replace- 
ment of Government deficits by private credit and the near 
approach of general business activity to a level commonly 
regarded as normal, there are several situations which are 
still a long way from normal. Foreign trade, owing largely 
to intense and growing nationalistic sentiment, is still far 
below normal, though improving gradually. Housing short- 
ages are developing in a number of localities, yet the volume 
of residential building is at present only a third of what it 
was a dozen years ago. Owing to the closing of export mar- 
kets, farm income must remain for some years far below 
what used to be regarded as normal, even in the absence of 
recurrent droughts. The railroads, though subject to con- 
siderable improvement with further expansion in activity 
among the heavy goods industries, have permanently lost 
much of their former traffic to private automobiles, buses 
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and trucks. Worst of all, though shortages are now being 
felt locally in certain lines of skilled help, we have an idle 
population composed mostly of unskilled, superanuated and 
physically unfit labor, recently estimated at 9,550,000 by 
Acting Secretary of Commerce, Ernest G. Draper, which is 
going to burden the public purse for some years to come; 
owing to the rapid mechanization of industry, the with- 
drawal of land from cultivation, and nationalistic obstruc- 
tions to foreign trade. And yet, in spite of these abnormali- 
ties, we shall probably emerge before long into a sort of 
“statistical prosperity,” by sheer force of our cumulative 
shortage in housing and industrial equipment; but it will be 
a different kind of prosperity from that to which we have 
been accustomed. 


The Trend of Major Industries 


S TEEL—With labor demanding increases in pay there 
is a feeling in the trade that, if any substantial part of these 
demands should be met, it will be necessary to advance prices 
again this autumn on a number of finished steel products; 
though most of the larger companies are reluctant to raise 
prices until the effect of advances made last spring for third- 
quarter deliveries can receive a thorough test. It is feared 
that further price increases may curtail demand. Neverthe- 
less, current demand for sheets is so active that prompt de- 
liveries are no longer possible and at least one producer has 
already raised the price. Owing to the stagger system of 
retooling this year in preparation for production of new 
models, total automobile assembling this summer will not 
fall so conspicuously as last year, and owing to difficulties in 
obtaining deliveries, orders for steel by automotive plants 
will show an even smaller drop than actual production of 
cars. This autumn it is expected that rising demand from 
the railroads and shipbuilders will more than compensate for 
any decrease in demand from can and farm implement mak- 
ers that may be caused by the drought; so that production 
is likely to establish a new peak for the recovery before the 
year-end holidays. 


METAL S—Owing chiefly to armament demands, the 
price for foreign copper since our last issue has risen to the 
domestic, whereas normally there should be a quarter-cent 
differential. In order to 





from higher cost producers, always a threat to stability, 





PETROLEU M—With motor fuel stocks down to the 
lowest level since January, and crude inventories still reced. 
ing slowly, there seems to be no imminent threat to prices in 
the statistical situation and, as gasoline consumption con 


tinues to run about 11% ahead of a year ago, third-quarter 
) g q 


profits of the oil industry are expected to be even better than 
for the second quarter, and well ahead of the third quarter 
last year. 


TEX TILE S—Shipments of non-acetate rayon yarn for 
the first seven months established an all time record, and 
were so far ahead of production that mills are approaching 
the autumn season with stocks virtually exhausted. Domes 
tic consumption of cotton during the 12 months ended July 
31 amounted to about 6,348,000 bales against only 5,361, 
000 for the previous crop year, leaving a carryover of only 
5,397,000 bales, compared with 7,208,000 on July 31, 1935, 


NEWSPRIN T—Newsprint prices for 1937 have been 
advanced by $1.50 a ton to $42.50. 


DRUG S—While co-operation between groups of retail 
druggists and manufacturers under the Fair Trade Law has 
minimized cut-throat price cutting in New York State on 
drug and toilet preparations, price cutting is rampant in 
other states; so that expansion in profits over last year's 
reports comes chiefly from the tobacco, soda and lunch de 
partments. 


FOOD PRODUCT S—Packaged foods, owing to the 
drought, are enjoying a sharp pick up in sales at advancing 
prices. The rise in food costs is not a favorable business 
development because it reduces consumer buying power for 
manufactured goods. 


Conclusion 


Owing to the recent abrupt drop in automobile production 
while plants are changing over to bring out new models, the 
country’s per capita business activity has apparently reached 
a temporary peak at a level only 5% below normal. Re 

sumption of the recow 
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Answers to Inquiries 








The Personal Service Department of THE MAGAZINE OF WALL STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed securities in 


which you may be interested or on the standing and reliability of your broker. 


This 


service in conjunction with your subscription should represent thousands of dollars in 
value to you. It is subject only to the following conditions: 


1. Give all necessary facts, but be brief. 
2. Confine your request to three listed securities. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. If not now a paid subscriber, use coupon elsewhere in this issue and send check 
at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





MACK TRUCKS, INC. 


About a month ago I bought Mack 
Trucks at 323% on the basis of a recom- 
mendation in your magazine. In view of 
the sharp upmove in this stock since, I am 
wondering if I should take my profit now, 
or tf comparable progress is still ahead?— 


S. K.C., Terre Haute, Ind. 


Notwithstanding the rise in the mar- 
ket value of the shares of Mack Trucks, 
from which you have benefited, the pres- 
ent price is not inconsistent with the 
result achieved during recent months 
and with the prospect for maintenance 
of the upward trend in earning power 
so clearly demonstrated. Compared 
with earnings of only three cents a 
share in 1934, and a deficit equivalent 
to 66 cents a share for the fiscal year 
ending October, 1935, the company 
recorded earnings equivalent to 18 
cents a share in the first quarter of the 
current fiscal year. This is followed by 
report covering the three-month period 
ending June 30, showing earnings 
equivalent to 68 cents a share, bringing 
the total earnings for the first six months 
of the current year to 86 cents a share. 
This compares with a deficit of 62 cents 
a share for the first six months of 1935. 
It was stated that the new orders booked 
by the company in June of 1936 ex- 
ceeded those for any month since 1930. 
Much of the increased business comes 
in the form of orders for buses which 
are being used to replace street cars. 
Manufacturing concerns, finding need 
because of their expanded activities, are 
buying trucks. A recently introduced 


model by Mack has found favor with 
such representative concerns as Pure Oil 
Co., Air Reduction Co., Continental 
Baking Co., Swift & Co. and Jacob 
Ruppert. Further increases in sales in 
both fields—trucks and buses—is quite 
clearly indicated in the continued ex- 
pansion of industry, and in the fact that 
there yet remains much to be accom- 
plished in the modernization of traction 
facilities. A large replacement demand 
in both fields seems likely to offer a de- 
pendable backlog of orders, and further 
encouragement to the optimistic outlook 
is given in the increasing use of buses 
in long distance passenger travel and 
freight haulage. If it is true that the 
automobile has led the revival in pub- 
lic purchasing power from the depres- 
sion low, it is equally true that motor 
truck production takes a place of im- 
portance as an index of the general 
business and industrial recovery, and 
even though production to date has not 
approached the pre-depression level, 
there is no reason to establish previous 
high levels as a limit either to volume or 
to earning power. Developments dur- 
ing the depression, which have ex- 
panded the application of motor trucks 
in industry, have, at the same time, per- 
mitted increased production efficiency; 
and furnish the basis for an estimate of 
future sales volume and profits that 
would easily entitle this stock to sell 
at market levels substantially above pres- 
ent quotations. We would suggest 
therefore that you defer taking your 
profit in this stock. 


U. S. PIPE & FOUNDRY CoO. 


The advice to hold U. S. Pipe & Foundry 
which appeared in The Magazine of Wall 
Street a few months ago was so accurate 
that I take this liberty to write for you 
views on its outlook now when it has had 
a marked advance.—T. L. C., San Diego, 
Calif. 


U. S. Pipe & Foundry Co. was hard 
hit during the depression years as a 
result of the inability of municipalities 
to finance the extension of gas and 
water facilities. Thus, losses were re’ 
ported in both 1932 and 1933. Due to 
easy money conditions and government 
aid, however, improvement was noted 
in demand for this company’s products 
beginning in 1934 and this betterment 
has extended into the current year, with 
the profit for the first six months of 
$1.84 a share on the common stock, 
contrasting with only 25 cents a share 
a year earlier. Not only is the com 
pany benefiting currently from an ex 
panding demand for cast iron pipe and 
other products manufactured, but the 
numerous operating economies _ insti 
tuted during the lean years of depres 
sion are now working to the benefit of 
shareholders. Despite the improvement 
already enjoyed, the company’s volume 
business is still well below what may 
reasonably be anticipated as a result of 
the improvement which is occurring in 
the building trade. More homes natur: 
ally mean that municipalities and gas 
companies will have to increase theif 
facilities. Early in the current year, 

(Please turn to page 609) 
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Selecting New Market Leaders 
Offering Large Near-term Profits 


ONSIDERABLY 
prices for selected securities 


higher 


are indicated over the balance of 
1936 and early next year. Our 
indices of business volume show a 
rising basic trend with the best 
levels of the recovery in the final 
quarter. During the coming weeks 
you should readjust your holdings 
and place your capital in sound 
stocks that will participate fully 
in the Fall and Winter advance. 
Much weight must be given to those 
issues that are likely to pay extra 
dividends due to the new tax law. 
You should also concentrate largely 
in companies representing indus- 
tries that are making the greatest 
improvement. Careful action taken 
now will bring substantial near- 
term profits. 


227 Points Profit 
To Date This Year 


Let Tue INvestMENT AND Business 
Forecast guide you in your in- 
vestment and _ trading 


ahead. 


its price range that is more definite, reliable and prac- 


tical. 


your requirements and objectives and, on our recom- 
mendations, you concentrate in a fixed number of leading 
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45% Profit in ALS 
Advised at 8% ° a 
Closed Out at 12% 


ALLIED STORES was recommended by 
wire as a purchase at or below 9. On 
Tuesday, August 18, we _ telegraphed: 
“Close out at market.” The average 
price obtained was 12% . . . appreciation 
of 45%. 


This is an illustration of the specific ad- 
vice which has made available to our 
subscribers 227% points profit to date 
this year. 


The Forecast definitely recommends 
active listed stocks...carries them under 
constant supervision . then advises 
when to take profits and switch. Trad- 
ing Advices or Bargain Indicator (div- 
idend-paying common stocks) may be 
followed in 10 share lots with $1200 
capital; $600 is sufficient for Unusual 
Opportunities (low-priced issues). With 
larger capital, purchases and resultant 
profit may be porportionately increased. 


Full consultation privileges on present 
holdings at all times. 


Complete Service for 


Six Months Only $75 








during the 
There is no other source of security counsel in 


A specific market program is outlined to meet 


Send me collect telegrams on all recommendations checked below. 
Code Book has had time to reach you.) 


important period 


Your Enrollment Will Start at Once But Date from October 1, 1936 
THE INVESTMENT AND BUSINESS FORECAST, of The Magazine of Wall Street 


CABLE ADDRESS: TICKERPUB. 


I enclose $75 to cover my six months’ test subscription for The Investment and Business Forecast. 
less of the telegrams I select I will receive the complete service by mail. 





of these recommendations at this time 
able profits are to be obtained . . 
tance to the enclosed enrollment form and telegraph us 
collect: ‘Remittance and subscription in 


(8125 will cover an entire year’s subscription.) 


(Wires will be sent you in our Private Code after our 


securities kept under our constant 


supervision. 


Our assurance of satisfactory re- 
sults is based on our successful 
record established over 17 years in 
So far this 
year, our closed transactions alone 
have made available 22714 points 
profit . after deducting losses. 
In addition, our open position shows 
127 points profit with only 1814 
a ratio of 7 to 1. 


all types of markets. 


points loss... 


Potential Market Leaders 
Now Being Recommended 


Share in the large profits offered 
by our current advices and new 
stocks to be selected. Several ad- 
tive issues that measure up to our 
rigid standards are ready for pur- 
chase on recessions. 

There are two stocks averaging 
under 52 as Trading Advices; four 
averaging under 50 in our Bargain 


Indicator; and three averaging 


under 19 as Unusual Opportunities. To take advantage 


when _ siz- 
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| TRADING Short-term recommendations following important intermediate market movements. 
aimee to four wires a month. Three to five stocks carried at a time. $1,200 capital sufficient 
ADVICES to act in 10 shares of all recommendations on over 60% margin. 
UNUSUAL Low-priced issues that offer outstanding possibilities for market profit. Two to three wires 
[ ] »p a * ,a month, Three to five stocks carried at a time. $600 capital sufficient to buy 10 shares 
Ol I OR rUNI TIES of all recommendations on over 60% margin. 
BARGAIN Dividend-paying common stocks of investment rating, with exceptional price appreciation 
[ ] sini prospects, ne to two wires a month. Three to five stocks carried at a time. $1,200 
INDICATOR capital sufficient to purchase 10 shares of all recommendations on over 60% margin. 
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Many Thousands of 


INVESTORS 


and business men have depended 
upon Babson’s Reports—oldest ser- 
vice of its character in America— 
for guidance thru four complete 
business cycles, two financial panics 
and a World War. 


Get Further Facts 


on this service which has been 
helping clients for over thirty years. 
Acquaint yourself with the. Babson 
Three-Point Program of protection, 
income and profit. Learn how this 
program can guide you under to- 
day’s confused conditions. Clip the 
coupon and mail! 


-Babson’s Reports- 








‘ i 
A ] 
' Dept. 6-77 Babson Park, Mass. : 
g Send—without cost or obligation—full 4 
§ particulars of your service for investors § 
* and business men. ; 
A t 
; INDIE: 255 oxo ia So oka ee eenaeameueeennnn : 
i] t 
! Address ee ern Ty § 


COMPREHENSIVE 
BROKERAGE SERVICE 


As members of the principal 
exchanges we are in a position 
to be of service to you in the 
purchase and sale of Stocks, 
Bonds and Commodities. 

CASH OR MARGIN ACCOUNTS 
IN FULL OR ODD LOTS 
‘Booklet M,’’ giving trading requirements 
and other information, sent on request, 


J. A. Acosta & Go. 


Members 
York Stock Exchange 

N. Y. Curb Exchange (Assoc.) 
New York Cotton Exchange 
New York Produce Exchange 
Y. Coffee & Sugar Exchange 
Chicago Board of Trade 
Commodity Exchange, Inc. 
New York Cocoa Exchange 


60 Beaver St. New York 
Phone BOwling Green 9-2380 
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OPENING AN ACCOUNT 
Many helpful hints on trading procedure and 
methods in our booklet. Copy free on request. 
Ask for booklet MC6 
Any listed securities bought and sold 


(HjsHoLm & (HAPMAN 


~ Established 1907 
Members New York Stock Exchange 
52 Broadway New York 





























Odd Lots—100 Share Lots 


Booklet M.W. 801 upon request 


John Muir&@ 


Established 1898 
Members New York Stock Exchange 
39 Broadway New York 
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A CHEAP STOCK 
FOR LARGE PROFIT 


When HOUDAILLE-HERSHEY ‘‘B’’ was 
selling at 6%, we advised its purchase as 
“one of the most attractive low-priced specula- 
tions in the entire list.” In less than a year 
it sold above thirty. This demonstrates the 
unusual profit possibilities in some of the 
low-priced stocks. 

We have selected another low-priced issue 
which may duplicate the performance of 
HOUDAILLE-HERSHEY. It is a stock 
in which you might, in the months ahead, 
secure greater-than-normal profit. It is listed 
on the New York Stock Exchange. It is a 
stock which we believe will sell very much 
higher. Now, however, it may be bought at 
a@ very reasonable figure. 

The name of this stock will be sent to you 
absolutely free. Also an interesting booklet, 
‘“‘MAKING MONEY IN STOCKS."’ No 
charge—no obligation. Just address: 


INVESTORS RESEARCH BUREAU, INC. 
Div. 142, Chimes Bldg., Syracuse, N. Y. 
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CORPORATION 


Convertible Preference Stock, 
$4.25 Series of 1935, Dividend 


A regular quarterly dividend of $1.0614 on the 
Convertible Preference Stock, $4.25 Series of 
1935, of COMMERCIAL INVESTMENT 
TRU ST CORPORATION has been declared 
payable October 1, 1936, to stockholders of record 
at the close of business on September 15, 1936. 
The transfer books will not close. Checks will 





Common Stock—Regular Dividend 


A regular quarterly dividend of $1.00 per share 
in cash has been declared on the Common 
Stock of COMMERCIAL INVESTMENT 
TRUST CORPORATION, payable October 1, 
1936, to stockholders of record at the close of 
business September 15, 1936. The transfer books 
will not close. Checks will be mailed. 


Convertible Preference Stock, 
Optional Series of 1929 


The dividend on the Convertible Preference 
Stock, Optional Series of 1929, which the Cor- 
poration has called for redemption on October 1, 
1936 is payable as part of the redemption price 
to holders who surrender their stock for re- 
demption on or after October Ist. 

JOHN I. SNYDER, Treasurer 
August 19, 1936. 

















THE TEXAS CORPORATION 


136TH Consecutive Dividend paid 
by The Texas Corporation and its 
predecessor, The Texas Company 








A dividend of 25¢ per share or one per 
cent on par value, and an extra dividend 
of 25¢ per share or one per cent on par 
value, have been declared this day on the 
shares of The Texas Corporation, both 
dividends payable on October 1, 1936, 
to stockholders of record as shown by 
the books of the corporation at the close 
of business on September 4, 1936. The 
stock transfer books will remain open. 
C. E. WoopsripcE 
August 6, 1936 Treasurer 
es Dis hi CRETE 
ee IAS AS KL SEES EE LT 





NEWMONT MINING CORPORATION 
Dividend No, 32 


A dividend of Seventy-five cents per share has 
been declared on the stock of this corporation, 
payable September 15, 
record at the close of business August 31, 1936. 


1936, 


H. E. DODGE, Secretary. 


August 18, 1936. 
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to stockholders of 


Industrials and Miscellaneous 
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McIntyre, Porcupine . 
McKeesport 09 Plate. 
Mesta Machine....... 
Monsanto haenieal be . 
Mont. Ward & Co........ 


Nash Motor.......... 
National Biscuit ....... 
National Cash a 
National Dairy Prod. 
National Distillers ...... 
National Lead. 

National Power & Light . 
National Steel........ 
N. Y. Air Brake....... 
North American...... 


Otis Elevator... 
Owens-lIll. Glass. . 


Pp 


Pacific Gas & Electric. 
Pacific Lighting . . 
Packard Motos Car.. 
Paramount Pictures . 
Penney (J. C.).... 
Phelps Dodge..... 
Phillips Petroleum . 
Pillsbury Flour Mills . 
Procter & Gamble. 
Public Service of N. J 
Pullman. 


Radio Corp. of America . 
Radio-Keith-Orpheum . 
Raybestos-Manhattan 
Remington Rand. 

Republic Steel. 

Reynolds (R. J.) ) Tob. Cl. B. 


Ss 


Safeway Stores..... 
Schenley Distillers .. 
Sears, Roebuck...... 
eae 
Shattuck (F. G.). 

Shell Union Oil. 
Socony-Vacuum Corp.. 
So. Cal. Edison....... 
Spiegel May Stern... 
Standard Brands..... 
Standard Oil of Calif. . 
Standard Oil of Ind. 
Standard Oil of N. J.. 
Sterling Products. . 
Stewart-Warner....... 
Stone & Webster..... 
Sun Oil.. saa wvae is 


Texas na F 

Texas G Sulphur. . 
Tide Water Assoc. Oil.. 
Timken Roller Bearing .. 
Tri-Continental .. 
Twentieth Century-Fox .. 


U 
Underwood-Elliott-Fisher.... . 
Union Carbide & Carbon. 
Union Oil of Cal...... : 
United Aircraft........ 
United Carbon......... 
United Corp.. 


U. S. Gyp: 
U.S. Industrial Alcohol . 
U. S. Pipe & Fdy...... , 
U. S. Rubber Fane 
U. S. Sensing. Ref. & tenes eee 
& 45 o- ae 
U. S. Steel Pfd........ 

Vv 
oo ee 

Ww 


Warner Brothers Pictures.... 
Western Union Tel. on 

Westinghouse Air Brake... .. 
Westinghouse Elec. & Mfg.... 
Woolworth 
Worthington ~~ & Mach.... 
Wrigley (Wm., Jr.) : “ 


* Annual Rate—not including extras. 


When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STk 
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Answers to Inquiries 
(Continued from page 604) 
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Pthe company issued $5,000,000 of 
» 34% convertible debentures, due May 
1. 1946. The proceeds of this issue was 
© used toward the retirement of $6,000,- 
F000 in bank loans which were created to 
F retire the 533,760 shares of $1.20 pre- 
F ferred stock late last February. As a re- 
sult of this financing program, the posi- 
‘tion of common stockholders has been 
‘measurably improved. The common 
‘ tock is at present on a regular $1.50 an- 
nual dividend basis, but with earnings 
running considerably in excess of this 
rate, more liberal distributions are not 
improbable, especially with the present 
tax on undistributed net earnings. The 
debenture bonds of the company are 
convertible prior to May 1, 1939, at 
$42 a share. With the stock selling 
well above that figure, there is obviously 
the possibility of an increase in the 
present 600,000 shares of common stock. 
If all of the debentures were to be con- 
verted, share capitalization would be in- 
creased by about 120,000 shares, al- 
though this slight dilution could be 
easily offset by a larger volume of busi- 
ness and higher earnings. With a 
strong competitive position and with the 
outlook for the cast iron pipe industry 
definitely improved, the shares of this 
company should prove a_ profitable 
holding despite the advance registered 
thus far. 


FRANK G. SHATTUCK CO. 

Do you believe the progress shown in 
Frank G. Shattuck Co.’s recent earning re- 
fort ts fully reflected in current market 
quotations? Do you believe earnings and 
market trends merit further retention of its 
shares on which I now have about 4 points 
profit?—S. C. N., Rochester, N. Y. 


The ability of Frank G. Shattuck Co. 
to report a profit of 19 cents a share on 
its capital stock for the June quarter of 
1936, as compared with 7 cents a share 
in the like interval of 1935, would seem 
to indicate quite clearly the broadening 
demand for quality goods which is ac- 
companying the improvement taking 
place in business conditions generally. 
Admittedly, increasing food costs is a 
‘disturbing factor in the outlook for all 
restaurant chains, but in the case of 
Shattuck, at least, increased volume of 
) usiness may well prove an offset. The 
company has hardly begun to feel the 
effects of returning demand for quality 
goods, despite the fact that successive 
earnings improvement has been wit- 
“nessed in each of the past three years, 
with 35 cents a share in 1935, compar- 
Ung with 32 cents and 26 cents in 1934 
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1936 - Three families out of four have automobiles 


More Goods for More People 


N 1900, not one family in a hundred owned a horse and buggy; today, 
three out of four have cars. One family in thirteen had a telephone; 
now, one family in two. In 1900, modern plumbing and central heating 
were luxuries—less than 500,000 homes had electricity—radio and electric 
refrigeration were unknown. Today, 21 million homes are wired; 7 million 


families own electric refrigerators; 22 million have radio receivers. 


In 1921, a Mazpa lamp cost 45 cents; it now costs 15 cents. You receive 
80 per cent more light for your dollar because of greatly increased lamp 
efficiency and a lower average electric rate for the home. General Electric 
research developed these lower-cost lamps, helped devise more economical 
ways of generating and distributing electricity—to bring better light to 


more people at less cost. 


Today, electricity is vital to industry, for the manufacture of most goods 
—from bathtubs to textiles, foods to furnaces—to meet the increasing 
needs and the purses of millions. In this progress, G-E research and en- 
gineering have ever been in the forefront. And still, in the Research Lab- 
oratory, in Schenectady, General Electric scientists continue the search for 
new knowledge—from which come savings, new industries, increased 


employment, more goods for more people. 


G-E research has saved the public from ten to one hundred dollars for every 
dollar it has earned for General Electric 
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and 1933, respectively. Nevertheless, 
these earnings are well below pre-de- 
pression levels and it seems most un- 
likely that improvement would be halted 
in the face of the strong general busi- 
ness recovery trend now clearly in evi- 
dence. The location of the company’s 
restaurants and candy stores have been 
carefully selected from the standpoint of 
potential patronage, while every effort 
has been made to completely modernize 
all units and thereby increase the com- 
fort of customers. Air-conditioning has 
unquestionably stimulated sales during 
the hot summer months, thereby ren- 
dering the company’s business less vul- 
nerable to seasonable influences. Main- 
tenance of a strong financial condition 
places the company in a position to open 
new stores whenever such a move is 
deemed wise by the management. There 
are at present some 44 stores in opera- 
tion and it was recently announced that 
a new store in New York City would 
be added. The capital structure of the 
company is most conservative, being 
comprised of 1,269,170 shares of no par 
common stock. There are $725,000 of 
mortgages on real estate outstanding 
also, according to the last year-end bal- 
ance sheet. With prospects seeming to 
favor the company’s volume business we 
feel that the shares may well be held 
further with a view to possibly larger 
dividends and long-range appreciation 
possibilities. 


WARNER BROS. PICTURES, INC. 


Will you kindly give me your opinion of 
Warner Bros. Pictures at this time? The 
direct question is, should I sell shares 
bought at 8% at this point, or can I hold 
further with a reasonable degree of more 
substantial profits?—J. T.. Spokane, Wash. 


Warner Bros. Pictures reported a net 
profit from operations for the three- 
quarter year period ending May 30, 
1936, at slightly more than $2,500,000. 
Report of the company for the corre- 
sponding period in the preceding year 
showed a profit of about $371,000. This 
report marks considerable progress. The 
per share earnings for the later period, 
after making allowance for the dividend 
on the preferred stock (not paid and on 
which accumulations total about $1,- 
700,000) were equal to 60 cents a share. 
If earning power can be stepped-up a 
little higher, and maintained at the 
higher level, the matter of liquidating or 
adjusting the preferred arrearages 
should not prove insurmountable, and 
eventually the way would be paved for 
dividend consideration to the common 
stockholders. While such a develop- 
ment is not clearly defined, on the other 
hand, it is not an unreasonable expecta- 
tion. Therefore we feel that we should 
answer your question with the advice 
tc maintain speculative holdings at pres- 


When doing business 








ent price levels. Warner Bros. Pictures 
is fully integrated; that is, well repre- 
sented in the production, distribution 
and exhibition field; and so is well en- 
trenched in the industry. It may be 
expected to share in the increased earn- 
ing power which we feel can be looked 
for by the industry as a whole. Picture 
revenues are steadily increasing and evi- 
dence of the improvement that has 
taken place is noted in the fact that 
building of new theaters has been re- 
sumed. Notwithstanding the fact that 
production costs are rising, income 1s 
increasing. The industry has been sub- 
jected to adversities in the recent past 
which have demonstrated the necessity 
for greater management efficiency and 
closer control over expenses and operat- 
ing costs. Not only is Warner Bros. 
strongly entrenched in this country, 
but through subsidiaries productions are 
distributed throughout the world; and 
since nearly 40% of the gross returns 
from American motion picture produc- 
tion come from English-speaking coun- 
tries outside the United States, Warner 
Bros. is fortunately situated. These fac- 
tors point to higher earning power for 
Warner, and we believe are sufficiently 
constructive to justify our recommenda- 
tion to you, namely—that you retain 
your holdings until the market shall 
have recognized more fully the potential 
improvement in this situation. 


UNION CARBIDE & CARBON 
CORP. 

Just what do you think of the possibilities 
in Union Carbide & Carbon from here on? 
Would you continue to hold shares bought 
at 57 for speculative appreciation?—K. K. 
T., Chester, Pa. 


Although present prices for Union 
Carbide are not cheap in relation to 
either the present dividend return or 
current earning power, we nevertheless 
feel that great potentialities marketwise 
still exist in this issue. The production 
and sale of oxygen, acteylene and other 
industrial gases and equipment is prob- 
ably the principal source of present in- 
come, but the company has made rapid 
strides through its active research divi- 
sion in the development of numerous 
organic chemicals, the possible future 
uses for which are practically unlimited. 
The company did not commence com- 
mercial production of synthetic organic 
chemicals until recent years, but new 
developments in this field have been 
steadily introduced with the result that 
the organization now offers a wide vari- 
ety of such products to industry. Num- 
erous ferro-alloys are also produced both 
in this country and abroad and the con- 
stantly expanding demand for alloy- 
steels and the improvement generally 
noted in the steel industry augurs well 
for the future of this division. The re- 
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port of the company covering the gy 
months ended June 30, 1936, showed, 
net profit of $15,439,053, which wa 
equal to $1.71 a share on the 8,903,13 
shares of common stock. This con 
pared favorably with the $10,626,157 of 
$1.18 a share recorded for the first six 

months of 1935. The financial cond 
tion of the organization is exceptionally 
strong and with earnings running wel 
in excess of the present $2.40 annulf 
rate, an increase or extras may be rex § 
sonably anticipated, in our judgment. 







AMERICAN SAFETY RAZOR 
CORP 


I have a small bloc of American Safety 
Razor, and as I see very little publishei 
regarding its progress, I will appreciat; 
any up-to-date information you can give m} 
on its earnings and prospects—A. K. M, 
Brooklyn, N. Y. 


American Safety Razor Corp. ha 
maintained an enviable earnings record 
throughout the depression years, despite 
the extreme competitive situation exis: 
ing in the business. Thus even in the 
poorest year, 1932, the company wa: 
able to show the equivalent of $3.41 
share on its capital stock. While that 
figure was well below normal, it never 
theless demonstrates the outstanding 
success of the company’s aggressive 
sales methods. Last year earnings re 
gained practically all of the ground los, 
with $7.27 a share shown on the stock 
only slightly below the all-time record 
established in 1929 of $7.71 a share 
Further improvement was recorded in 
the initial six months of the current 
year when $3.39 a share compared with 
$3.04 a share earned in the first six 
months of 1935. The company’s prin 
cipal line consists of “Gem Micro 
matic,” “Ever-ready,” “Star” blades and 
holders, as well as a variety of shaving 
brushes and other shaving accessories 
The company has been active in the 
development and improvement of razor 
blades and holders and through sale: 
agreements with large selling agencies 
has obtained almost world-wide distribu 
tion. The company has maintained an 
excellent financial status as revealed in 
the balance sheet dated December 31, 
1935, when current assets of $4,879, 
803, including cash alone in excess ot 
$1,000,000 contrasted with current in 
debtedness of $567,905. Capitalization 
is simple, being comprised solely of 
common stock. On August 12, 1936, 
stockholders of the company approved a 
three-for-one split and an increase in 
the authorized stock to 600,000 shares, 
par $18.50, from the present 250,000 
no par shares. The outstanding stock 
will be increased by the split from 174, 
800 shares to 524,400 shares. This ac’ 
tion should increase the marketability 
of the issue by broadening the list of 
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potential holders and should therefore 
work to the ultimate benefit of present 
shareholders. Considering the progress 
and record of the company to date, its 
future would seem to be promising and 
to indicate further gradual earnings 
gains. While the stock does not seem 
to hold great potentialities for specula- 
tive profits, the indicated continued de- 
mand for sound income producers 
should have a favorable influence on 
its market action. All factors, consid- 
ered, the issue is one well worthy of re- 
tention with a view to current income 
return and at least moderate further 
appreciation. 


GENERAL FOODS CORP. 


I have been told that with the advances 
made by the “durable goods” industries in 
the last market advance, “consumer goods” 
such as General Foods are now under- 
priced. Do you sitoscribe to this view? Do 
vou look for any early improvement in 
General Foods?—W. R. 1., New York, 
N.Y. 

During the first six months of 1936, 
General Foods Corp. enjoyed an im- 
provement both in dollar sales and ton- 
nage volume. Profits during the period 
increased to the equivalent of $1.30 a 
share on the 5,251,440 shares of com- 
mon. stock, against $1.12 a share for 
the first half of 1935. However, it will 
be noted that this improvement, while 
most encouraging, is well below that 
experienced by many other more de- 
pressed businesses and is at least one of 
the reasons for the lack of speculative 
interest in the food stocks at the present 
time. Furthermore, there is the drought 
to be reckoned with, which conceivably 
could adversely affect profit margins. 
On the other hand, there seems to be at 
the present time a strong trend toward 
quaiity goods of the type advertised 
and marketed by General Foods which 
conceivably could so increase volume 
business as to comfortably take care of 
higher costs. Certainly the company’s 
Birdseye quick-freezing process has con- 
siderably increased the organization’s 
potential volume business. The wide 
variety of foods now treated by this 
process are meeting a rapidly expanding 
public demand. Thus far, however, re- 
tail distribution is confined to the New 
England and Middle Atlantic States, 
there being approximately 1,300 outlets 
equipped with the proper refrigeration 
units. In order to stimulate the han- 
dling of these foods, General Foods now 
purchases the cabinets and leases them 
to retailers. While it will obviously 
take considerable time and money, as 
well as education of the public to the 
advantages of this type of food, to ob- 
tain nation wide distribution, a tremen- 
dous field is open to the company which 
should contribute liberally to future 
earnings. As far as the financial con- 
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dition of the company is concerned, 
this has been well maintained and will 
allow the necessary advertising and 
other expenses to maintain and increase 
sales volume. The present $1.80 an- 
nual dividend rate is believed secure and 
may possibly be increased or supple- 
mented by extras before the year end. 
In view of the promising long term out- 
look, therefore, retention of holdings 
would seem warranted at current rea- 
sonable quotations. 


UNDERW OOD-ELLIOTT-FISHER 
Co. 

I hold 100 shares of Underwood-Elliott- 
Fisher common bought on margin at 89. 
Now when this company reports a decline 
in earnings to $657,964 for the second quar- 
ter as compared with $750,857 in 1935, de- 
spite the fact that sales have increased, I 
do not know whether to continue holding. 
Any advice you can give me will be ap- 
preciated—O. T. D., Los Angeles, Calif. 


If the decline in net earnings reported 
by Underwood-Elliott-Fisher Co. for 
the second quarter of 1936 were in- 
dicative of a major downward trend, 
then undoubtedly there would be need 
for concern regarding your holdings. 
We do not feel, however, that such is 
the case. The volume of sales increased 
about 15%, and were it not for excep- 
tional and non-recurring expense 
charges, it is quite probable that net 
income would have reflected this in- 
crease in volume of business. The com- 
pany incurred extraordinary expenses 
during this quarter year period in the 
consolidation of offices and in the es- 
tablishment of a research laboratory at 
Hartford, Conn. It might have been 
permissible to capitalize part of the 
expenses so incurred but, in accordance 
with conservative accounting practice 
followed by this company, these ex- 
penses have been written off out of 
current earning power. We find no 
occasion in the second-quarter report 
which would logically motivate sale of 
your holdings. The earnings for the 
first half-year period, notwithstanding 
the relatively poor showing in the sec- 
ond quarter, compare favorably with 
the first half of the year 1935, at $2.09 
and $2.06 respectively. The volume of 
sales booked shows a gratifying increase 
Full year 1935 earnings improvement, 
coupled with the splendid record and 
the strong financial status of this com- 
pany, seems to fully justify present quo- 
tations for the stock. Sales and earning 
power of this company naturally fol- 
low the trend in industrial activity and 
coincident with the substantial increase 
in domestic business in line with the 
recovery from the depression, Under- 
wood’s export sales have shown an even 
greater proportionate increase from the 
domestic business. This is not true of 
the office equipment companies gener- 
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ally. Improvement in manufacturing 
methods and an aggressive marketing 
program seem to assure maintenance of 
the strong trade position which this 
company holds, and to assure increasing 
earning power through wider proft 
margins. We believe it is reasonable 
to expect continuation of the major up- 
ward trend in earnings. The strong 
tendency of American politicians of the 
present day to extend government reg. 
ulation into all phases of private busi- 
ness and social activities has not worked 
hardship on this company. New laws 
passed and contemplated, involving 
taxes and tariffs, patents, trade restric. 
tions, unemployment insurance and 
social security, will add substantially to 
a normally expanding demand for the 
products of this company which is the 
largest manufacturer of typewriter and 
typewriter supplies and a leader in the 
manufacture of accounting machines, 
billing machines and other products in 
the office equipment field. 







KENNECOTT COPPER CORP. 


I should be obliged for your opinion of 
Kennecott Copper. This has been recom- 
mended to me as a good speculation, but 
I note it has already showed a nice rise this 
year. Are further rises probable?—A. A, 
Indianapolis, Ind. 


Given favorable operating conditions, 
the record of Kennecott Copper demon: 
strates ability to produce earning power 
sufficient to form the basis for substan’ 
tially higher prices than prevail at the 
present time for the shares. Since there 
are good reasons for anticipating the 
development of those conditions under 
which Kennecott’s earnings could great’ 
ly expand, to that extent the shares may 
properly be characterized as “a good 
speculation,” although it is somewhat 
misleading to apply the term “specula 
tion” to the stock of a company 
strongly entrenched industrially and 
financially as Kennecott. The balance 
sheet as of December 31, 1935, showed 
cash and Government securities (at 
cost) in excess of $34,000,000, whereas 
total current liabilities were less than 
$7,900,000. Inventories of metal and 
products, and materials and supplies 
were $24,000,000. Kennecott reported 
earnings equivalent to $1.23 a share in 
1935, comparing with 53 cents a share 
in 1934, although the average price for 
the metal remained approximately the 
same in both years. A comparison of 
the 1935 and 1934 consolidated income 
account reveals an increase in the later 
year of 24% in sales of metals and 
metal products, an increase of 62% 1n 
total income and an increase of 130% 
in net income before depletion. The 
comparisons are interesting that they 
demonstrate how sensitive Kennecott 
to increased volume of business alone, 
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leaving out the most important factor, 
namely, market price of metal. Of 


course this is a indeterminate factor, | 


although it should be noted that higher 
prices have ruled so far this year, and 
it is of further interest to note that the 
president stated at the annual meeting 
of stockholders that sales of the metal 
increased during the first quarter of this 
year 18,000,000 pounds over the first 
quarter of 1935. Increased sales of the 
metal have prompted an expanded vol- 
ume of production from the low of 
18% of capacity in 1933 to around 
45%.. With continued expansion in 
demand for the metal arising from 
further increase in the development pro- 
gram of public utilities, the telephone 
and telegraph companies, the electrical 
appliance manufacturers and the build- 
ing trade, there seems little basis for 
concern in this respect. Although po- 
tential production, both domestic and 
foreign, continues as a threat to the 
copper metal price structure, the record 
demonstrates effective control over the 
domestic markets by reason of a tariff 
wall and by virtue of the concentration 
of production among relatively few pro- 
ducers. Thus while Kennecott sells its 
domestically mined copper in our pro- 
tected markets it participates in the 
world market with copper from its low- 
cost property in Chile, and production 
is divided about 50%. In Kennecott 
there is represented the encouraging 
outlook for the copper industry as a 
whole, as well as its uncertainties. But 
we believe that the constructive factors 
predominate. 





United Corporation 
(Continued from page 599) 





to the 13 cents earnings actually shown 


for this period, would equal 27 cents | 


a share. 

United Gas Improvement common 
stock comprises by far the largest single 
holding of United Corp., at current 
market price constituting 38.5 per cent 
of the total investments. Columbia Gas 
© Electric common is second in point of 
value with 19.9 per cent, Public Service 
of New Jersey next with 18.0 per cent, 
and Niagara Hudson Power fourth 
with 12.7 per cent. These four hold- 
ings together now make up 88.9 per 
cent of the portfolio value. 

So far, neither United Gas Improve- 
ment nor Public Service of New Jersey 
have displayed signs of recovery in net 
earnings, although the electric load of 
the former currently is running 13 to 15 
per cent above the corresponding period 
of the previous year, while the latter 
feports gains of approximately 10.5 per 
cent. Rate reductions account for this, 
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This announcement appears as a matter of record only and is under no circumstances to be 
construed as an offering of this Stock for sale, or as an offer to buy, or as a solicitation 
of an offer to buy, any such Stock. The offering is made only by the Prospectus. 


Federated Department Stores, Inc. 


125,000 Shares 


444% Convertible Preferred Stock 
(Par Value $100 per Share) 


Price $104 per Share 


Copies of the Prospectus may be obtained from the undersigned only in states in which the 
undersigned is qualified to act as a dealer in securities and in which 
such Prospectus may legally be distributed. 


LEHMAN BROTHERS 


August 20, 1936 
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b iene being an officer of your 

Building and Loan Associ- 
ation, know well the great poten- 
tial market that has developed 
for Building. 


So do well-advised investors! 
And especially those reading 
THE Macazine oF WALL STREET, 
for our many articles on the 
building industry this year have 
been unanimously bullish. 


Our than 50,000  sub- 


seribers are matter of record in- 
They are the persons 


more 


vestors. 
of means in every state and every 
section of the country. Proof 
that they are actively investing 
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may be obtained from the 12,000 
inquiries we receive from them 
every month. 


These persons are a concentra- 
tion of A-l prospects for the 
shares of every worthwhile and 
reputable Building and Loan 
Association the country. 
Your advertisement THE 
MAGAZINE OF WALL STREET can 
be the means of converting them 


in 
in 


from “prospects” to stock- 
holders. 
Drop us a line today. We'll 


rush you complete information 
and advertising rates—But do it 
today! 
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90 Broad Street 
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but if the upward curve of load con- 
tinues, it is just a question of time be- 
fore higher net should be reported. 

Columbia Gas & Electric Co. has been 
very active in extending its market for 
natural gas. This year, lines were built 
to Detroit, where a large market, both 
domestic and industrial, is offered for 
the fuel. Recently, agreements have 
been made by Atlantic Seaboard Corp., 
70 per cent owned by Columbia Gas 
& Electric, with subsidiaries of United 
Gas Improvement for further outlets 
for Columbia's natural gas supply. Dis- 
tribution is to begin in the fall of 1937 
in Allentown, Bethlehem, Harrisburg, 
Reading and Lebanon, Pa., and Wil- 
mington, Del., which are served by sub- 
sidiaries of U. G. L. Arrangements are 
also said to be under discussion to sup- 
ply natural gas to Philadelphia, also in 
the U. G. L. system. 

The future of United Corp is, of 
course, dependent on the future of the 
companies in which it has its invest- 
ments, which generally speaking, is that 
of the utility industry. A change of 
administration in Washington as a re- 
sult of the coming November elections 
would presumably mean less interfer- 
ence on the part of the Federal Govern- 
ment, and regulation not of the destruc- 
tive variety, but co-operative. A change 
of this sort in the Federal attitude 
should do much to restore to the utilities 
the ability to benefit from an earnings 
standpoint from the factor of growth 
which for the past three decades has 
been indigenous to it. 





What is Behind the Strength 
in Bank Stocks? 


(Continued from page 585) 








between what railroad, utility, industrial 
shares, and bank stocks have done mar- 
ketwise is highly suggestive of the un- 
dervalued character of bank stocks. If 
one still looks upon bank stocks as a 
special class of investments the com- 
parison is not without weight anyway. 
In the first week of August a well- 
known weighted average of seventeen 
leading New York bank stocks stood 
at $65.26, which was only 108 per 
cent above the record bear market low 
of $31.34 established May 31, 1932. 
In the first week of August the 
average price of 30 industrials, as 
measured by the Dow-Jones averages, 
stood at 312 per cent above their 1932 
low while 20 rails were selling at a 
price representing a gain of 321 per 
cent above their 1932 low. The Dow- 
Jones average of 20 utilities in the 
same period was 142 per cent above 
the low established in 1935, the utili- 
ties having made their record bottom 
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figure in that year. The average decline 
of bank stocks from their boom figures 
was roughly on a parity with the de- 
cline in other securities. 

Present prices for bank stocks look 
high only in comparison with the record 
low level of 1932 and the low figure of 
40.75 established April 30, 1935. 
From the 1935 low the gain has been 
about 60 per cent. The gain in indus- 
trial stocks included in the Dow-Jones 
averages has been about 76 per cent 
in the period. Such industrials are now 
selling at about 44 per cent of their 
1929 boom prices. Bank stocks are 
selling at about 20 per cent of boom 
levels. 








Business Develops New 
Strategies 


(Continued from page 571) 








around to see how much can be con- 
solidated. Unquestionably, the holding 
company has been overdone in this 
country and it has lent itself to many 
abuses. On the other hand, those that 
condemn all holding companies just 
because they are such should remember 
that there are forty-eight different 
states, having different corporate laws, 
and that often for practical reasons it 
is absolutely impossible for a wide- 
spread business to operate under one 
charter. Even so, some simplification is 
possible and in order. Moreover, it is 
being carried out. The United States 
Steel Corp., for example, has been 
busily eliminating subsidiaries; it started 
more than a year ago with the merger 
of its three subsidiaries, Carnegie, 
Illinois and Lorain. Early this year, the 
stockholders of Bethlehem approved 
a change in which the old company 
incorporated in New Jersey became in- 
corporated in Delaware and merged 
with Kalman Steel, Bethlehem Mines 
and Union Iron Works. 

The Government’s efforts to elim- 
inate the holding company, however, 
were directed more at the public utility 
field and here, while consolidation may 
seem to an outsider to make rather 
slow progress, much has been, and 
continues to be, done. The Associated 
Gas & Electric Co. at which political 
guns of extra large caliber have been 
fired is trying to form its properties 
into four main groups with a simple 
connection to the parent company. 
Within the past year between fifty 
and a hundred subsidiaries have been 
eliminated and well over three hun- 
dred since 1922. Pacific Gas & Electric 
recently eliminated its subsidiary, Great 
Western Power, while Consolidated 
Edison of New York is now a more 
unified operating organization. 








Throughout the country one may find 
the same steady progress that public 
utility companies are making to simplify 
their structures. 


Towards Self Regulation 


Over the past few years, business has 
been asked to adapt itself violently to 
a veritable deluge of new laws and 
as a result it is now beginning to an- 
ticipate the changes that it will be 
shortly called upon to make. This is 
perfectly natural; throw a rock at an 
unsuspecting man and he will not begin 
to dodge until it has left the slinger’s 
hand, but at the third or fourth rock 
he will begin to move at the bend of 
the thrower’s arm and later he will be 
running before the rock has even been 
picked up. And so it is with business 
now. 

Take the Robinson-Patman §anti- 
price discrimination act (covered in the 
previous issue of this publication): 
representatives of the businesses most 
affected have been in Washington con- 
ferring with the Federal Trade Com- 
mission and the Department of Justice 
with a view to discovering exactly what 
it is they must do, and not do, in 
order to conform with the law. In 
other words, business does not intend, 
if it can help it, to go along in the 
old way and wait to be dragged into 
the courts for violation. 


Anticipating New Laws 


As a matter of fact the disposition of 
business to anticipate is being pushed 
even further than this. Not only is it 
attempting to obtain a set of rules for 
laws passed and never interpreted in 
the courts, but it is attempting to an- 
ticipate the passing of laws themselves. 
This is behind all the trade practice 
rules now being submitted to the Fed- 
eral Trade Commission and there is no 
question but that business is attempting 
to police itself as never before. It in 
tends, so far as it is able, to be self- 
governing. The oil industry is prom- 
inent among those applying to the 
FTC for regulatory power. Other 
industries seeking some degree of self 
regulation include rubber tires, whole’ 
sale tobacco, plate glass and cotton 
converting. Unfortunately, many times 
this is only to develop another set of 
hazards—anti-trust laws and agreements 
in restraint of trade, etc. Under these 
circumstances is there any wonder that 
a business man can always be picked out 
of a crowd by his grey hairs and gen- 
erally harassed expression? He is mak- 
ing progress, of course; a stream of 
statements showing improved earnings 
and a flood of increased dividends at- 
test it; but it is progress the more 
creditable because of surmounted ol 
stacles. 





cif 


con 
lich 
alm 
oil 

any 
age 


of 


193% 
$2.28 


exte 
not 
gaso 
acri 
has 
oil 9 
befo 
Am 
in | 
ties, 
in | 
Kan: 
It 
earn: 
in si 
net | 
clatic 
drill 
$2.2: 
share 
the ; 
of 1! 
comr 
of 1¢ 
Ci 
Ame 
dend 
since 
$92 
must 


AUC 








find 
ublic 
plify 


(on 
nes 


nts 
ese 
hat 
jut 
ef 
ak- 

of 


1gs 
at- 
re 


bh. 














eee a 
LL 


Fairbanks, Morse & Co. 
(Continued from page 597) 








horse power. These have a wide appli- 
cation throughout industry, for muni- 
cipal public service and for marine pur- 
poses. In addition, it manufactures 
scales, electric motors, generators and 
magnetos, an extensive line of railroad 
equipment, pumping apparatus and a 
wide line of home and farm appliances. 
These activities are such that the com- 
pany is certain to benefit from any 
recovery in general business and par- 
ticularly from recovery in the heavy 
industries. The common stock is cur- 
rently priced about $52 a share. 


Amerada Corp. 


For its size, Amerada is believed to 
control more oil than any other pub- 
liclyowned company in the country; 
almost without question there is more 
oil behind each share of Amerada than 
any other company to which the aver- 
age investor has access. The extraction 
of crude oil, however, is about the 





Earnings Per Share 
lst6 mos. 1lst6mos. Current 
1935 1935 1936 Price Div. 


$2.28 $1.04 $1.18 $92 $2.00 





extent of Amerada’s activities. It does 
not refine; nor does it own and operate 
gasoline service stations. It is merely 
a crude oil producer whose management 
has the happy faculty of discovering 
oil where it was not known to exist 
before. At the end of last year, 
Amerada owned full or part interest 
in 1,054,000 acres of leaseholds, royal- 
ties, mineral rights, etc., located mainly 
in Oklahoma, Texas, New Mexico, 
Kansas, California and Louisiana. 

It is the company’s practice to report 
earnings after “charging off everything 
in sight.” For last year, the reported 
net profit was $1,797,613 after depre- 
ciation, depletion and all intangible 
drilling costs. This was equivalent to 
$2.28 a share on each of the 788,675 
shares of common stock outstanding at 
the year-end. For the first six months 
of 1936, $1.18 a share was reported 
compared with $1.04 for the first half 
of 1935, 

Currently, the common stock of 
Amerada is on a regular annual divi- 
dend basis of $2 a share, unchanged 





since 1926. While a $2 dividend on a 
$92 stock is not a great return, it | 
must be remembered that there is no | 
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| To The Holders of 
The Lautaro Nitrate Company 
M 


ITE 


First Mortgage 6% Convertible Gold Bonds 


A plan for the readjustment of the financial structure of The 
Lautaro Nitrate Company, Limited, has been formulated by the 
Company after consultation with the Protective Committee for the 
holders of its First Mortgage 6% Convertible Gold Bonds and the 
Committee representing the holders of the Company's 61% First 
Mortgage Debenture Stock and its 61% First Mortgage (Anto- 
fagasta) Debenture Stock. Copies of the plan and of a Readjust- 
ment Agreement to be entered into in connection therewith may be 
obtained from Bankers Trust Company, Corporate Trust Depart- 
ment, 16 Wall Street, New York, N. Y., the Agent of the Company 

| to receive deposits of First Mortgage 6% Convertible Gold Bonds 
under the Readjustment Agreement. 

| THE LAUTARO NITRATE COMPANY, Limited 
By MEDLEY G. B. WHELPLEY, Chairman 








We have informed ourselves on the progress made in the reor- 
ganization of the Chilean nitrate industry and have been consulted 
in the development of the plan referred to above and believe that 
the treatment accorded the First Mortgage 6% Convertible Gold 
Bonds is fair and equitable. We therefore recommend that holders 
of such Bonds deposit their Bonds under the above-mentioned 
Readjustment Agreement. 

Protective Committee for 
First Mortgage 6% Convertible Gold Bonds 


WILLARD V. KING, Chairman 
Convent, New Jersey 


LEE ASHCRAFT, President, PHILIP L. REED, Vice-Chairman, 
Ashcraft- Wilkinson Co., Winslow Bros. & Smith Co., 
Atlanta, Ga. Boston, Mass. 


VICTOR SCHOEPPERLE, 
Vice-President, 
The National City Bank of New York 


B. A. TOMPKINS, Vice-President, 
Bankers Trust Company, New York 
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A quarterly dividend of 134% 


By carrying its analyses of business further 
than other publications—to the dollars and 
cents value of their securities—The Magazine 
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N. Y. Times 
N. Y. Times —-Dow-Jones Avgs.—. — 50 Stocks 
40 Bonds’ 30 Indus. 20 Rails High Low 
Monday, August 10. 87.70 168.80 55.38 135.90 134.10 
Tuesday, August 11. 87.75 167.86 64.91 135.00 133.71 
Wednesday, August 12 ; 87.83 169.05 55.36 134.97 133.67 
Thursday, August 13 Bees 87.81 167.64 55.10 134.96 133.08 
Friday, August 14.. F 87.76 165.75 54.23 133.07 131.00 
Saturday, August 15..... 87.73 165.86 53.98 131.68 130.98 
Monday, August 17. : 87.71 165.38 53.61 131.85 130.28 
Tuesday, August 18.... rae 87.73 165.42 53.53 131.48 130.36 
Wednesday, August 19...... 87.74 166.04 54.07 131.85 130.67 
Thursday, August 20........ 87.77 166.59 53.63 131.74 130.75 
Priday; August 82... 65:64:55: 87.46 160.80 51.84 130.39 127.66 
Saturday, August 22... p 87.42 162.14 52.44 128.82 128.04 


Sales 
1,334,770 
1,100,520 
1,261,070 
1,398,180 
1,070,840 

366,320 


832,710 
790,700 
1,006,530 
961,900 
1,480,120 
431,830 








funded debt nor preferred stock what- 
soever ahead of the common and that 
if ever the demand for oil becomes 
such that the company can command 
present, or better, prices for near-ca- 
pacity production, the dividend return 
should be handsome to say the least. 





Dynamic Price Advances 
Impend 


(Continued from page 575) 





an average of 88 in 1934 to an average 
of 92 this year. On the other hand, 
prices in France fell from an index av- 
erage of 376 in 1934 to an average of 
370.4 this pear; in Holland from 63 to 
61.6, these two countries having to deal 
with the deflation of prices due to their 
remaining on gold in the face of almost 
universal currency depreciation else- 
where. In Japan, on a managed cur- 
rency basis, there was an advance of 
from 178 in 1934 to 191.6 this year. 
In practically all countries whose cur- 
rencies have not been subject to the 
deflating effect of sticking to gold at 
their old par in the face of a currency 
depreciated world there has been a fair 
advance in commodity prices and devel- 
opments in recent weeks indicate that 
this advance will continue and probably 
be accelerated. 

To tie prices to gold in countries 
which are nominally not on the gold 
standard seems a little inconsistent but 
in fact the inconsistency is more ap- 
parent than real. Under the commonly 
accepted theory of money an increase in 
stocks of gold—the basis of money and 
credit—is followed by a rise in the price 
level. In other words, gold is cheap- 
ened in comparison with commodities or 
commodities are rendered dearer in 
terms of gold, whichever way one pre- 
fers to put the proposition. The reac- 
tion to the increase in the gold supply, 
however, has usually been slow for the 
reason that other factors enter into the 
matter. 

Gold is the basis for currency, cur- 
rency is the basis for credit, but the 
volume of credit depends very largely 
upon business activity and other factors 
and the actual money of a nation is 
not merely the currency in circulation 
but bank deposits as well. The result 
is that high business activity and a high 
turnover of bank deposits has more im- 
mediate effect upon prices than the 
amount of gold stock available as the 
basis of the currency. On the other 
hand, a low level of business activity 
and a slow turnover of bank funds 
tends to lower or at least to restrict 
any advance in the level of prices what- 
ever the gold stock. It is this latter con- 
dition which has prevented or retarded 








that advance in commodity prices which 
the increase in gold stocks naturally sug- 
gests. Nevertheless, since gold is the 
ultimate basis of money in the inter- 
national relations which finally fix the 
value of a currency its possible effect is 
always to be considered and in the long 
run that effect will be registered in 
more extended credit, a more rapid 
turnover of funds—in short, in what is 
commonly regarded as inflation in its 
most legitimate form. 

In the United States the influence of 
the tremendously increased stock of 
gold, mostly obtained by the import of 
foreign or the repatriation of American 
capital formerly held abroad, has been 
felt so far chiefly in the effect of excess 
bank funds upon investments. Funds 
seeking employement have bid up the 
prices of the Federal Reserve's list of 
bonds, for example, from an average of 
84.5 in 1934 to an average of 96.1 this 
year; of common stocks from 72.4 to 
105. In Great Britain bond prices in 
the same period have advanced from 
127.5 to 130.8 and stocks from 85.7 to 
94.3. The cheapness of money which 
these prices represent, however, means 
the eventual dearness of commodities— 
an upward price movement which has 
already commenced and which in the 
normal course of things will continue 
until the new level of commodity prices 
corresponds to the new value of money. 

When the Government in Washing- 
ton devalued the dollar by over 40 per 
cent it laid the foundation for an ad- 
vance in commodity prices which would 
have been reflected in due course in an 
advance of the price level of approx- 
imately two-thirds. This advance was 
halted or postponed because of a sim- 
ilar devaluation of the currencies in the 
rest of the world. The normal effect of 
the flow of gold to the United States is 
to enhance this prospect of higher prices 
and it may be expected to do so as the 
lag in the turnover of bank funds is 
taken up by increased business activity. 
It is this process which is now in prog- 
ress. 

Increased world and national gold 
stocks are having an influence in the 
direction of rising commodity prices but 
so far that influence is below all proper 
proportion to the actual change which 
has come in the yellow metal basis for 
currency and credit. What is abun- 
dantly evident is that the present mone- 
tary metal stocks are the foundation laid 
for a tremendous expansion of world 
business in which rising prices will dom- 
inate world economy. 

There appears to be little prospect 
of the full influence of the gold situa- 
tion being felt in most countries as well 
as in the world at large until an effec- 
tive stabilization of world currencies 
renders the manipulation of currency 
values, commodity prices, and world 
trade less necessary in the view of the 





various national administrative and 
credit authorities concerned. On the 
other hand, until restrictions on inter- 
national trade, the manipulation of na- 
tional price levels, and the movement of 
funds are lessened, the international 
stabilization of currencies is impractic- 
able and any attempt to reach an inter- 
national agreement with respect thereto 
wold be premature. The whole inter- 
national trade, monetary and price sit- 
uation represents a vicious circle which 
must be broken before either increased 
gold stocks or any other stimulating 
factor can be felt. Apparently this can 
be done only by steady, persistent, pa- 
tient effort in whatever direction is 
offered until constructive forces are fin- 
ally released and their natural influence 
be given effect in revived world pros 


perity. 





Railroads Accelerate Their 
Profit Trend 


(Continued from page 578) 





A Southern line replaced locomotives 
built in 1922 with new freight power 
and thereby secured a reduction of 34 
per cent in train operating costs per 
gross ton-mile, with an increase of five 
per cent in train load and of 19 per 
cent in train speed. An Eastern road 
effected savings of $90,000 per year 
through concentration of accounting 
operations and the use of machine meth- 
ods. Another Eastern railway, in the 
pruning process which has been gen- 
eral, abandoned more than 200 miles 
of unnecessary tracks and removed 790 
unneeded buildings from its property, 
realizing salvage recovery of $570,000 
in excess of removal costs and securing 
an annual reduction of $147,000 in 
taxes and maintenance charges. 

For all Class I railways, loss and 
damage payments per revenue car 
loaded have been cut from $2.35 in 
1921 to 55 cents in 1935. In the same 
period, freight fuel consumption per 
1,000 gross ton-miles has been reduced 
from 162 to 120 pounds, and in pas 
senger service, from 17.7 to 15.5 pounds 
per passenger-train car mile. It is esti 
mated that the average per diem plan 
for box cars, recently adopted by the 
Association of American Railroads, will 
mean an annual saving of more than 
$11,000,000 through the reduction of 
empty car mileage. 

Through these and other 
transportation expenses directly related 
or assignable to freight service have 
been reduced from $4.77 per 1,000 net 
ton-miles in 1921 to $3.17 in 1929 and 
to $2.93 in 1935. Transportation ex- 
penses directly related or assignable to 


means, 
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passenger service have been cut from 
$177.87 per thousand passenger-train 
car miles in 1921 to $133.32 in 1929 
and to $125.74 in 1935. 

Before summarizing the unit cost re- 
ductions made in freight and passenger 
service in the past fifteen years, it is 
only fair to point out that certain vari- 
ables enter into these averages. The 
1elative degree of maintenance in the 
past six years as contrasted with the 
previous nine is a matter of some dis- 
pute. The prices of the materials and 
supplies used in railway maintenance 
and operation naturally have not re- 
mained constant, nor has the average 
amount paid by the carriers for an 
hour’s labor. The average hourly earn- 
ings of railway employees amounted 
to 66.7 cents in 1921, fell to 61 cents 
in 1923, rose to 68.9 cents in 1931, 
dropped to 62.9 cents in 1933 and 
climbed again to 68.7 cents in 1935, 
higher than in any previous year with 
the exception of 1931. While the basic 
wage scales now paid railway employ- 
ees are those of 1929, there is now a 
higher proportion of skilled labor on 
the payrolls than there was then, and 
the average hourly earnings of train and 
engine service employees have been 
materially increased by the speeding up 
of trains, permitting these employees 
to run their basic daily miles in less 
time. These factors account for the 
increase in average hourly earnings 
which 1935 shows above 1929. 

Not attempting to evaluate these 
variables, it appears that total operating 
expenses directly related or assignable to 
freight service have been reduced from 
$9.70 per 1,000 net ton-miles in 1921 
tc $6.80 in 1929 and to $6.03 in 1935. 
Total operating expenses directly re- 
lated or assignable to passenger service 
have been reduced from $355.07 per 
thousand passenger-train car miles in 
1921 to $299.65 in 1929 and to $264.70 
in 1935. These averages include not 
only the maintenance and transporta- 
tion items previously discussed, but 
trafic, general and miscellaneous ex- 
penses as well. 

These reductions prompt an interest- 
ing statistical query. What would rail- 
way Operating expenses have been if 
these reductions in cost had not been 
made—if the unit expenses of 1921, 
freight and passenger, had remained 
constant throughout the subsequent 
fourteen years, under the volume of 
trafhe actually handled during those 
years? 

In the fourteen years 1922-1935, in- 
clusive, the Class I railways transported 
a total of 5,524,677,869,000 net ton- 
miles. At the 1921 average total unit 
cost of $9.70 per 1,000 net ton-miles, 
transportation of this volume of busi- 
ness would have meant total freight 
operating expenses aggregating $53,- 
589,000,000. Actual operating ex- 
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penses directly related or assignable to 
freight service in these fourteen years 
amounted to $39,043,000,000, so the 
net effect, in freight service, of the sub- 
sequent reductions in unit costs below 
the 1921 level was a saving of $14,- 
546,000,000. 

Likewise, in these same fourteen 
years, passenger-train cars covered a 
total of 47,883,803,000 miles on the 
Class I lines. At the 1921 average 
total unit cost of $355.07 per 1,000 
passenger-train car miles, the movement 
of these cars would have meant total 
passenger operating expenses aggregat- 
ing $17,002,000,000. Actual operating 
expenses directly related or assignable 
to passenger service in the fourteen 
years 1922-1935 amounted to $14,259,- 
000,000, so the net effect, in passenger 
service, of the subsequent reductions in 
unit costs below the 1921 level was a 
saving of $2,743,000,000. 

Combining these two figures, freight 
and passenger, there is produced a total 
of $17,289,000,000 as the fourteen-year 
measure of the reductions made since 
1921 in unit transportation costs. This 
is more than twice as great as the gross 
capital expenditures made in_ these 
years. Had these cost reductions not 
been made, it seems obvious that every 
railroad in the country long since would 
have been bankrupt, government owner- 
ship would now be a reality instead of a 
political hobby-horse, and the taxpayers 
would have justification for constant 
nightmares. Indeed, in their avoidance 
of these catastrophies, the railways may 
well have played an important part in 
determining the political and economic 
destiny of the nation. 

Some further interesting, though 
theoretical, comparisons may be made 
with regard to these reduced railway 
costs. The operating ratio—percentage 
relationship of railway operating ex- 
penses to railway operating revenues—- 
is a standard measure of the state of 
railway operations. As in the case of 
golf, the lower the figure the better the 
game has been played. Par for the rail- 
road course used to be considered 
around 70, but the addition of new 
traps, bunkers and other hazards has 
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made low scoring more difficult. The 
actual operating ratio of the Class I 
lines has been cut from 82.7 per cent in 
1921 to 75.1 per cent in 1935. 

This is not a fair measure, however, 
of the railways’ efficiency progress. In 
low trafic years, because of the neces- 
sity for maintaining essential services, 
it is not always possible to match reduc- 
tions in revenues with similar percent- 
age reductions in expense. Conversely, 
in. high trafhe years, increased gross 
revenues may be attained without cor- 
responding increase in expense. Further- 
more, and most important, changes in 
the ratio of operating expenses to gross 
earnings have been affected by changes 
in freight and passenger rate. Other 
things being equal, a decline of rates 
causes an increase in the operating ra 
tio; but it has declined in spite of reduc- 
tions of rates. 

Average revenue per ton-mile re- 
ceived by the Class I lines declined from 
1.275 cents in 1921 to 0.988 cents in 
1935, while average revenue per pas- 
senger-mile declined from 3.086 cents 
to 1.935 cents in the same period. 
These average receipts are not a perfect 
measure of the changed levels of rates 
and fares, because they are affected by 
variations in trafic composition and 
length of haul, but they are the best 
ready index available. Had the aver- 
age unit trafic receipts of 1921 con- 
tinued through 1935 the operating ratio 
in that latter year, instead of 75.1 per 
cent, would have been 58 per cent as 
contrasted with 82.7 per cent in 1921. 

One last theoretical computation: 
What would have been the result, un- 
der the volume of traffic actually mov- 
ing, had the average receipts per traffic 
unit of 1921 remained constant for the 
subsequent fourteen years? Freight 
revenues would have been increased by 
$10,102,000,000, and passenger reven- 
ues by $1,385,000,000, making railway 
operating revenues $11,487,000,000 
larger than they actually were in the 
fourteen years 1922-1935. This sum 
has been saved railway shippers and 
travelers. 

In other words, railway efficiency in 
reducing unit costs below the 1921 level 
resulted in savings in operating ex- 
penses aggregating $17,289,000,000 in 
the fourteen years 1922-1935. Of this 
total saving, $11,487,000,000, or almost 
exactly two-thirds, was passed on to 
railway shippers and passengers in the 
way of reduced rates and fares. This 
seems a record in accomplishment and 
public service of which any industry 
in the world might very well be proud. 
It appears to afford a complete and con- 
clusive answer to all charges that the 
railways have not efficiently invested 
new capital and have failed to use efh- 
ciently, economically and in the public 
interest the improved facilities created 
by the additional investment. 
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ACTIVE ISSUES 
Quotations as of Recent Date 


1936 
Price Range 
ms — Recent 
Name and Dividend High Low Price 
Alum. Co. of Amer......... 152 87 133 





Amer. Cyanamid B (.60).... 4034 2914 34 

Amer. Gas & Elec. (1.40)... 473g 3334 4414 
Amer. Lt. & Tr. (1.20)...... 2514 1734 2314 
Atlas.Corp. ($.40).......... 1614 1134 141% 
Bower Roller Bearing (1)... 2914 2014 27 

i. meme | s 75 10% 
Cities Service............. 7% 3 4% 
Cities Service Pfd.......... 66 41144 5934 


Colum. G. & E. cv. Pfd. (5)... 11614 93 106 
Commonwealth Edison (4).. 117 97 105 


Compo Shoe (.50)......... 16 11446 18% 
Consol. Gas Balt. (8.60)..... 9415 84 9214 
Lt Snr |! ae | 351% 
Creole Petroleum (7.20)..... 3434 197% 21% 
Doehler Die Casting... .... 3554 2734 35% 
Elec. Bond & Share........ 27 1534 22% 
Elec. Bond & Share Pfd. (6). 8814 7434 84 

Ex-Cell-O A.& T.......... 235 14144 174 
Ferro Enamel (1).......... 4014 283, 35 

Ford Mot. of Can. “‘A” ({.75). 283, 19 20'4 
MEM sg occ kan Se 93 6814 72% 


1936 
Price Range 
———~———. Recent 
Name and Dividend High Low Price 
Glen Alden Coal (1)........ 18% 184 15% 
Gulf OF) of Pa. (2).....5... 98 72 87 
Hall Lamp ({.20).......... 834 544 554 
Hudson Bay M. & S. (1).... 283g 2234 2534 
ete OH GG)... ..:...... 7644 #57 6714 
Imperial Oil (*.50)......... 24146 20 203% 
Iron Fireman (1)........... 814% 2834 2534 
Jones & Laughlin.......... 44 30 42 
Lake Shore Mines (*2)..... 60 51 5734 
Mueller Brass (.80)...... . 86% 2314 #35 
National Sugar Ref. (2)..... 30 23 2914 
Newmont Mining (2)....... 9634 74144 85%4 
Niagara Hudson Pwr....... 1734 134 15% 


Niles-Bement-Pond........ 44%  28%4 41%4 


Pan-Amer. Airways (1)..... 6634 4534 5614 
Pepperel Mfg. (6).......... 9534 55 92 
Sherwin-Williams (4)....... 145144 117 13314 
South Penn Oil (*144)...... 4046 3244 39 


United Shoe Mach. (*2.50).. 90 83 


* Includes extras. { Paid last year. 


t Paid this year. 
































New Factors in Current 
Market Moves 


(Continued from page 593) 








which may be supposed to bear directly 
on earnings of the company. 

But let us pass on to another new 
factor that finds exemplification on the 
chart—“anticipation.” 

Third-quarter earnings were pub- 
lished on October 16, 1935. The fig- 
ures again were better than expected. 
Had the market been subject in every 
way to only the old and familiar fac- 
tors to which all professional specula- 
tors are accustomed, it would have 
been a normal development for the 
stock price to decline on the good 
news because of selling by those who 
had been in possession of the news on 
earnings before publication. 

Officers and directors formerly were 
in such a position and could anticipate 
the effect marketwise of favorable de- 
velopments. But, since the establish- 
ment of the Securities and Exchange 
Commission, additions to holdings by 
oficers of a company in the shares of 
their organizations are made known to 
the stockholders and the public some 
two months later. Insiders, therefore, 
are not exactly encouraged to take ad- 
vantage of their ability to gain at the 
expense of outsiders and stockholders. 
In the case of Westinghouse Electric, 
the stock price only hesitated for a few 


618 





days, and then coursed upward to a 
new high of approximately 98 on No- 
vember 19, 1935. Thus the influence 
of another new factor in stock price 
movements was demonstrated. It is 
now possible for the average astute 
investor and speculator to gain through 
the purchase of leading company stocks 
immediately after the reporting of 
favorable or significant news affecting 
the present or future status of the com- 
pany. The factor of anticipation has, 
in large part at least, been done away 
with. Needless to say, this is to the 
distinct advantage of the small operator 
not in a position to engage solely in 
the profession of employing funds in 
the market. 

After establishing its high for the 
year on November 9, 1935, Westing- 
house Electric declined gradually in 
price in sympathy with the general list 
which was under the influence of a 
recurrence of European War fears, the 
French crisis, and a slump in the world 
price of silver. The publication of esti- 
mates, given out on December 21, 1935, 
that Westinghouse earnings would top 
$4.25 for the year 1935, however, was 
at once reflected in a resumption of 
the uptrend in the stock price. There 
was no anticipation. The thinness of 
the market was again quite noticeable. 

During the early weeks of 1936 it 
was generally remarked that there was 
a fairly large short interest in West- 
inghouse Electric, and on January 7, 
1936, when the president of the com- 
pany stated that earnings for 1935 
would approximate $4.50 a share, a 


sharp mark-up in the stock price oc 
curred. There then arose rumors that 
an increase in dividend might be soon 
declared, and, on January 22, another 
sharp uprush in price appeared. Offered 
stock was scarce and shorts were havy- 
ing a difficult time in their attempts 
to cover; but action was forced upon 
them and well for them it was for on 
January 30, the quarterly dividend was 
raised to 75 cents, and again a sharp 
uptrend in price started which lasted 
for more than a week. In all these 
successive movements there was no hint 
of anticipation by insiders, no sign of 
profit taking on good news develop- 
ments. Again there was the oppor- 
tunity to buy after the news was out, 
previous rules of the game notwith- 
standing. The art of speculation, par- 
ticularly in issues of the Westinghouse 
Electric type, had definitely changed. 
A new technique in trading was neces 
sary if one would take full advantage 
of new factors affecting the market po- 
sition of securities, and particularly 
those having reached the status of thin- 
ness. 

The recent price history of West- 
inghouse Electric is, of course, familiar 
to all. In relation to the Dow-Jones 
industrial averages it has been con- 
sistently better since the first of the 
year. Unquestionably cash buying has 
removed a very large part of the so 
called floating supply from the market, 
and the price movement is most sensi- 
tive to market sentiment as well as to 
news developments affecting the com- 
pany itself. 

One must now take two extremely 
important new factors into considera 
tion when making a commitment in 
this and similar issues; namely, the ex- 
treme thinness of its market, and the 
fact that there appears to be little 
chance of anticipatory price movements 
prior to the publication of favorable 
news. It should be especially noted 
that the liquidation of a block of only 
1500 shares of Westinghouse Electric 
on June 2, 1936, precipitated a decline 
of about 4 points on the day. Follow 
ing this the incidence of more good 
news applying to the company’s earn- 
ings status immediately resulted in re- 
sumption of the upward price move- 
ment with no discernible anticipatory 
buying or profit taking on publication 
of good tidings. To the accompaniment 
of rumors of a possible stock split-up, 
increasing volumes of business, a favor 
able earnings trend, and a clearly-de- 
fined long-term outlook for the elec 
trical equipment industry; Westing’ 
house Electric common stock continues 
to display technical market strength, 
particularly in relation to other issues 
of similar caliber in somewhat com: 
parable industries and occupying 
about the same place in capitalization 
set-ups. 
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Significant Foreign Events 


(Continued from page 583) 








el 


as a direct consequence of the Trade 
Agreement with America, improved. 
Imports from the United States, which 
according to Dutch statistics amounted 
tc a value of 27 million florins during 
the first five months of 1935, rose to a 
value of 39.5 million florins during the 
same period of 1936. Exports to Amer- 
ica increased from 14.4 million florins 
tc 15.8 millions. America moved ahead 
from fifth to fourth place among the 
suppliers of raw stuffs and finished im- 
ports, ousting Argentina from fourth 
place and falling into line directly be- 
hind Holland’s immediate neighbors, 
Germany, Belgium, and Great Britain. 
We remain Holland’s fifth best custo- 
mer, coming after Great Britain, Ger- 
many, Belgium, and France. If any 
tendency can be made out in the fluc- 
tuating trade currents of the Nether- 
lands, it is that the Dutch gold stand- 
ard merchants tend to buy less and 
less from the other gold standard coun- 
tries, and to buy more and more from 
the lands which have devaluated. 








Happening in Washington 
(Continued from page 573) 








has no definite plans on this, but 
situation is an interesting development 
worth watching closely. 


’ 


Relief as a lever on industrial and 
farm wages is one of the New Deal’s 
Claims that private industry 
cannot get help because workers are all 
on relief rolls are met with charge that 
employers are not willing to pay decent 
wages. Federal relief will be more and 
more based on maintaining American 


| standard of living, partly through polit- 


ical pressure, partly in hopes of forcing 
Private wages up. 


_Germany’s withdrawal of sub- 
Sidies on certain exports to U. S., re- 


‘sulting in termination of our counter- 


vailing duties, eases diplomatic tension 


on the subject but does not aid German- 


American trade. With Germany still 


‘tying to balance her trade with us, 


shippers will have increased difficulty 


| Setting adequate foreign exchange. 


Government contract regulations 
under Walsh-Healey Act are expected 


| Son after return of Secretary Perkins 
trom Europe. Act takes effect Septem- 


AUGUST 29, 1936 


ber 28. Government suppliers are still 
largely in the dark as to how this law 
will be applied. 


Social security board, now a year 
old but not yet effective as to its major 
activities, points with pride to the way 
it has fostered state laws providing un- 
employment compensation and aid to 
dependent aged, blind, mothers, and 
children, all brought about through Fed- 
eral unemployment tax and Federal 
grants-in-aid matching state appropria- 
tions. These state laws probably will 
continue in effect no matter what 
changes Congress or courts make in the 
larger, purely Federal, aspects of the 
law. 


Genial Jim Farley no longer 
boasts that Roosevelt will carry all 
forty-eight states. Allowing for the 
fact that political managers habitually 
claim everything and concede nothing 
to the opposition, it is significant and 
somewhat surprising that word is per- 
mitted to go out that the Administra- 
tion is “somewhat concerned” over sev- 
eral “soft spots,” notably Ohio and 
Illinois. In non-Farley language, this 
means a virtual admission that if the 
election were held now Ohio and Illi- 
nois, with their important electoral vote, 
would go to Landon. If such is the 
sentiment in that territory, it may be 
assumed that it is the same—or very 
closely so—in several other Mid-West- 
ern states. Add New York and Penn- 
sylvania and New England to the 
Landon cause, as most of the polls are 
doing at present, and you have the 
makings of a very close election. There 
is one thing certain. In this election 
much touted national polls are going 
to get a severe test of accuracy. It is 
easy for almost any kind of a poll to 
forecast the outcome of a landslide 
election. Every national election since 
1916 has been a landslide. For the 
first time since Wilson nosed out 
Hughes in the latter year, the poll 
makers have a very close one to call. 
If they go a bit haywire from prog- 
nosticator Emil Hurja down the line 
of forecasters it will not be surprising 





Chrysler 
(Continued from page 581) 








dropped to 22.4 per cent, compared 
with 33.4 per cent in 1935; while 
Chrysler’s Plymouth stood at 14 per 
cent, against 14.6 per cent in the first 
six months of 1935. 

The reception given the 1937 mod- 
els of all makes in November undoubt- 
edly will have a great deal to do with 
any important changes in the present 
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during the coming weeks and 
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of new trends and upon an- 


alyses of individual issues. 


The Macazine or Wate 
Street follows these trends 
and presents analyses of 
them based on expert and 
experienced study of eco- 
nomic, business and _poli- 
tical developments. 
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from impartial recommend- 
ations on their investment 
problems, growing out of 
research by a highly-trained 
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of the news, ever-changing 
market trends and 
vidual stock action. 
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ACTIVE ISSUES 
Quotations as of Recent Date 


INDUSTRIAL 


American Book Co. (4) 

Canadian Celanese.............. 
Climax Molybdenum (.80) 
Columbia Broadcasting “‘A’’ (2) ... 
Crowell Publishing Co. (*214).... 
Dictaphone Corp. ({2.75)......... 
Draper Corp. (*4) 

Bercke 00; (09) ...2065 55.50.56 
National Casket (8).............. 
Northwestern Yeast (8) 

Scovil Mfg. (1) 

Singer Mfg. Co. (*11) 

Trico Products (2.50)............ 
Wilcox @ Gibbs (0)... 6.55. 


PUBLIC UTILITIES 
Alabama Power Pfd. (7) 79 
Carolina Power & Light Pfd. (7).. 99 
Central Maine Power Pfd. (7).... 81 
Columbus Rwy. Pwr. & Lt. Pfd. (6) 108'4 


Bid 
Consumers Power Pfd. (6)....... 106% 
Jersey Central Pwr. & Lt. Pfd. (7).. 101 
Kansas Gas & Electric Pfd. (7)... 11114 
Kings Co. Ltg. Pfd. (7).......... -97% 
Long Island Ltg. Pfd. (7) 88 
Nebraska Power Pfd. (7) 111 
New Jersey Pwr. & Lt. Pfd. (6)... 105 
Nor. States Pwr. Pfd. (7)........ 98 
Pacific Power & Light Pfd. (7).... 109 
Tennessee Elec. Power Pfd. (6)... 6714 
Tennessee Elec. Power Pfd. (7)... 761% 
Texas Power & Light Pfd. (7).... 10614 
Utica Gas & Elec. Pfd. (7) 
TELEPHONE & TELEGRAPH 
American Dist. Tel., N. J. (4)..... 123 
Mountain States Tel. & Tel. (8)... 142 
Northwestern Bell Pfd. (614)..... 117% 
Peninsular Telephone (1) 2034 
Southern New EnglandTel. (6).... 155 
“Includes extras. {Paid this year. 











standing. Unfortunately, little is 
known about them and, even if it were, 
it would not necessarily follow that the 
public’s reaction could be gauged. 
Each of the “big three” have expanded 
plant and facilities mightily and are 
quite evidently out to take a larger 
proportion of the market if they can. 
In the case of Chevrolet, the change- 
over this year is to be a drastic one, 
possibly the most drastic in the com- 
pany’s history. Chevrolet, it is said, 
will abandon the valve-in-head motor 
for an “L” head, hydraulic brakes will 
be strengthened and appearance will 
reflect completely new styling. 

Having lost so much ground to 
Chevrolet this year, the rumors of a 
“little Ford” are persistent. As mat- 
ters stand, with Ford of England mak- 
ing a small V-8 and with the Ameri- 
can company turning out motors for 
it whenever the press of orders be- 
comes unusually heavy, Ford could 
have a similar small car on American 
roads in almost less time than it takes 
to tell. Whether he will or not remains 
to be seen, but one can count on some- 
thing being done to counteract the 
heavy. Chevrolet gains. How Plymouth 
is to fare between a drastically revised, 
and presumably improved, Chevrolet 
which has already rung up a long lead 
in the low-priced field, and Ford, out 
tc regain lost laurels, is something on 
which stockholders might well ponder. 

Not that there is a shred of evidence 
that Chrysler fears failure to hold its 
own. On the contrary, it is an organi- 
zation which exudes its customary con- 
fidence. Witness the completed and 
contemplated plant expansion. From 
the point of view of new passenger car 
registrations, Chrysler (all models) has 


gained already a slight lead over Fo 
and Lincoln, giving it second place 
the industry. And to consolidate thig 
position, Chrysler undoubtedly inten 
to fight, if with somewhat less pote 
resources, then with quite as much@ 
a will as Ford will employ to regait 
his position. An organization far m¢ 
closely knit than most, hale and hearty 
and bluntly aggressive, Chrysler—eve 
at $120 a share—can be counted upol 
to give competitors and _ stockholden 
both a run for their money. 





For Profit and Income 
(Continued from page 595) 





company can therefore count on a goa 
demand for its brake linings, clutch 
ings and other products. Raybestos 
strong financially. As of June 30, 193 
current assets totalled $9,192,525, 1 
cluding cash and marketable securitiest 
$2,860,143, while current liabilities 
gregated only a little more than $1,000 
000. Although the company is bet 
sued for important sums, the lai 
growing out of the collapse of the 
bestos Textile Co. of Massachusetts, # 
appears to be in a position to compl 
with any awards that might actually} 
made. With earnings for 1936 prom 
ing to be as high as $3 a share, 
with account to be taken of the Fedet 
tax on undistributed corporate prof 
it would seem that the probability 
Raybestos-Manhattan paying more 
being overlooked. As it is, the yield! 
more than 41/,% at the current price 
$34 a share. 
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